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RECONSTRUCTION AND CONDITIONAL SALE AGREEMENT
dated as of December 1, 1972, among STATE MUTUAL
LIFE ASSURANCE COMPANY OF AMERICA (hereinafter
called the Vendor), LOUISVILLE AND NASHVILLE
RAILROAD COMPANY (hereinafter called the Railroad),
L & N INVESTMENT CORPORATION (hereinafter called
the Buillder) and TRUST COMPANY OF GEORGIA
(hereinafter called the Vendee), as Trustee under a
Trust Agreement dated as of the date hereof
(hereinafter called the Trust Agreement) with
Liberty National Bank and Trust Ccmpany of
Louisville and First Tennessee Leasing Corporation,
as Beneficiaries (hereinafter individually called a
Beneficiary and together the Beneficiaries).

WHEREAS the Vendee has acquired or will acquire all right,
tle and interest in certain railroad equipment (hereinafter
lledlthe Hulks) pursuant to a Hulk Purchase Agreement
ereinafter called the Hulk Purchase Agreement) dated as of the
te hereof with the Railroad, and will subject the same to a
curiFy interest in favor of the Vendor for the purpose of
using the Hulks to be reconstructed; and :

O(DQ“-.Q(""

WHEREAS the Vendor has acquired or will acquire security
tle Fo the Hulks pursuant to a transfer agreement or agreements
ereipafter collectively called the Transfer Agreement) between
e Vendor and the Vendee, in substantially the' form of Exhibit A
retol for the purpose of causing the same to ke reconstructed
described herein and thereupon selling its interest in the
me to the Vendee and the Vendee has agreed to purchase the
1ks so reconstructed (the reconstructed equipment described in
hedule A hereto being hereinafter called the Equipment); and

momm e St

WHEREAS the Hulks have been or will ke delivered to the
11der and the Builder has agreed with the Vendor to cause the
1ks to be reconstructed as required hereby to enable delivery
the]Equipment to be made to the Vendee in accordance herewith;
d

o

WHEREAS certain of the okligations of the Vendee under this
reement are limited to the extent provided in Articles 3 and 22
reof- and

o g

WHéREAS the Vendee and the Railroad are entering into a Lease
off Railroad Equipment, dated as of the date hereof (hereinafter
cglled the Lease), substantially in the form of Exhibit B hereto,
leasing the Equipment to the Railroad, subject to this Agreement,
which Lease will be filed with the Interstate Ccmmerce Commission
i
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pursuant to Section 20c of the Interstate Commexce Act
foncurrently with the filing of this Agreement thereunder; and

WHEREAS the Railroad, in order to obtain the use of the
quipment and to induce the vendor to enter into this Agreement,
s willing to guarantee to the Vendor the due and punctual-
ayment of certain sums payable by, and the due and punctual
erformance of all other obligations of, the Vendee under this
greement and has joined in this Agreement for the purpose of
etting forth the terms and conditions of such guaranty and
aklng certain further agreements as hereinafter set forth.

NOW THEREFORE, in consideration of the mutual promises,
ovenants and agreements hereinafter set forth, the parties
ereto do hereby agree as follows:

ARTICLE 1. construction_and _Sale. Pursuant to this.
Agreement, the Builder will cause the Hulks to ke reconstructed
into the Equipment as descrilked in Schedule A hereto and will
deliver the Equipment to the Vendee on behalf of the Vendor and
the andee will accept delivery of and pay for the Equipment as
reinafter provided, each unit of which shall be standard gauge
ilrdad equipment reconstructed in accordance with the
ec1fications referred to in Schedule A hereto and in accordance
th such modifications thereof as may be agreed upon in writing
the!parties hereto (which specifications and modifications, if
Yy, are by reference made a part of this Agreement as fully as
ough expressly set forth herein and are hereinafter dalled the
ecifications). The Railroad warrants to the Vendor and the
ndeel that the design, quality and component parts of the
uipment will conform, on the date of delivery of each thereof,
all\Department of Transportation requirements and
ec1f1cations, and all standards recommended by the Association
American Railroads, reasonably interpreted as being arplicable
railroad equipment of the character of the Equipment as of the
te of this Agreement.

ARTICLE 2. Inspection and Delivery. The Builder will
liver the units of the Equipment, on behalf of the Vendor, to
e Vendee at such point cr points within the United States of
erica as shall be specified by the Railrocad, freight charges,
anyL prepaid in accordance with the delivery schedule set
rth in Schedule A hereto; provided, however, that the Builder
all have no obligation to deliver any unit of Equipment
reunder if any event of default as defined in Article 15 hereof
any. event (including the commencement of any proceeding or the
ling‘of any petition of the nature specified in subparagraphs
) and (d) of Article 15 hereof) which, with lapse of time,
ilure to take affirmative action ands/or demand, could
nstitute an event of default hereunder shall have occurred (any
ch event of default or event being hereinafter called a
fault).
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The Builder's obligation as to time of delivery is subject,
hcwever, to delays resulting from causes beyond the Builder's
rdasonable control, including but not limited to acts of God,
aqts of government such as embargoes, priorities and allocations,
wdr or 'war conditions, riot or civil commotion, sabotage,
stirikes, differences with workmen, accidents, fire, {flood,
explosion, damage to plants, equipment or facilitiesp delays in
receiving necessary materials or delays of carriers or
sybcontractors.

Notwithstanding the preceding provisions of this Article 2,
any Equ1pment not delivered and accepted and settled for pursuant
tqd Article 3 hereof on or before June 29, 1973 (hereinafter
c:lledlthe Cut-Off Date), shall be excluded herefrom, If any
Ecuipment shall be excluded from this Agreement pursuant to the
i.mediately preceding sentence the parties to this Agreement
shall execute an agreement supplemental hereto limiting this
A-reement to the Equipment not so excluded herefrom. The Vendor
and the Vendee shall have no obligation to accept or pay the
B-ilder or the Railroad for any Equipment so excluded from this
Adreement but may, in lieu thereof, assign all their right, title
hd interest therein to the Railroad and the Builder, as their
i terests may appear, and the Railroad will indemnify and hold
.rmless the Vendor and the Vendee for any and all claims and
‘abilities in respect thereof. If the Builder's failure to
rliver Equipment so excluded from this Agreement resulted from
e or imore of the causes set forth in the immediately preceding
jragraph or is not otherwise settled for pursuant to Article 3
¢reof | (ctherwise than due to the failure of the Builder to
pmply with the provisions thereof contemplated to be complied

s plant. The Builder agrees to inspect all materials used in
e reconstruction of the Equipment in accordance wiith the
'andard quality control practices of the Builder. Upon

,ecifications, requirements and standards applicabl@ thereto,
1ch 1nspector oxr an authorized representative of the Vendee (who




|
|
I
|
i
|
|

} 4

ay belan employee of the Railroad) shall execute and deliver to
e Builder a certificate of acceptance (hereinafter called the
Crrtificate of Acceptance) stating that such unit or units have
bé en 1n3pected and accepted on behalf of the Vendee and are
m»rked'in accordance with Article 9 hereof; provided, however,
that the Builder shall not thereby be relieved of its warranties

sé¢t forth or referred to in Article 13 hereof.

ARLICLE 3. Purchase Frice_and Payment. The cost of the
Hulks (the "Hulk Purchase Price") and the estimated base
rrconstructlon cost per unit of the Equipment are set forth in
Schedule A hereto. The term "Reconstruction Cost" means the
lrsserjof the estimated base reconstruction cost or the actual
cpst to the Builder (including reasonable allocation of overhead)
of doing the reconstruction work plus a reasonable profit. The
teérm "Purchase Price" as used herein means the sum of the Hulk -
Phrchase Price and the Reconstruction Cost.

For the purpose of settlement therefor, the Equipment shall
be¢ divided into not more than three groups of units of the
,uipment unless the Vendee, the Vendor and the Builder shall
herwise agree (each such group being hereinafter called a
G-oup)J The term "Closing Date" with respect tc any Group shall
me an such date not earlier than March 13, 1973, and not later

ior to the Closing Date designated therein. The term "business
dys" as used herein means calendar days, excluding Saturdays,
Syndays, holidays and any other day on which banking institutions
in Atlanta, Georgia, or New York, New York, are authorized to
rémain |closed. '

The Vendee hereby acknowledges itself to be indebted to the
Vendor!in the amount of, and hereby promises to pay in cash to
thje Vendor at such place as the vendor may designate" the
Pchhase Price of the Equipment, as follows:

(a) on each Closing Date with respect to each Group an
amount equal to 20% of the aggregate Purchase Price of such
Group as set forth in the invoice or invoices therefor (said
1nvoiced prices being herein called the Invciced Purchase
Prices), and :

E (b) in 20 semiannual instalments, as hereinafter
provided, an amount (hereinafter called the conditional Sale
Indebtedness) equal tc the aggregate of the Invoiced Purchase
Prﬂces of the units of the Equipment in the Group for which
settlement is then being made, less the aggregate amount paid

|
|
|
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or [payable with respect thereto pursuant to subparagraph (a)
of this parag:aph.

The instalments of the Conditional Sale Indektedness shall be
payable on each May 1 and November 1 commencing May 1, 1974, to
and includlng November 1, 1983, (oxr, if any such date is not a
siness day, on the next succeeding business day), each such

ate belng hereinafter called a Payment Date. The unpaid balance
thefConditional Sale Indebtedness shall bear interest from the
osing Date upon which such Conditional Sale Indebtedness was
rcurred at the rate of 7 3/4% per annum, and such interest shall
- payable, to the extent accrued, on November 1, 1973, and each
;yment Date. The principal amount of the Conditional Sale
debtedness payable on each of the 20 Payment Cates shall be
-lculated on such a basis that the aggregate of the principal

hd 1nterest payable on each Payment Date shall be substantially
ual and such 20 instalments of principal and interest will
Cnmpletely amortize the Conditional Sale Indebtedness The
Vrndeelwill furnish to the Vendor and the Railrcad promptly after
each C1051ng Date a payment schedule showing the respective

a ounts of pr1ncipal and interest payable on each Payment Date.

b
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Interest under this Agreement shall be detexmined on the
bgsis of a 360-day year of twelve 30-day months.

The Vendee will pay interest at the rate of 8 3/i4% per annum,
the | extent legally enforceable, upon all amounts remaining
unpaid after the same shall have become due and payable pursuant
b the |terms hereof, anything herein to the contrary
tw1thstand1ng._ ’

|
All payments provided for in this Agreement shall be made in
ch coin or currency of the United States of Amerlca as at the

The parties hereto contemplate that the Vendee will furnish
the |Vendor that portion of the Purchase Price for the
ruipment as is required under subparagraph (a) of the third
.ragraph of this Article 3 and that such porticn plus an amount
fual to the balance of such Purchase Price shall be paid by the
v:ndorlto the Builder and the Railroad (as the seller of the

lks) , as their interests may appear.

The Vendor shall be under no obligation to make payment to
the Builder or the Railroad in respect of a Group unless there t
sTall have theretofore been delivered to the Vendor the following
dccuments in form and substance satisfactory to it and its

special counsel hereinafter mentioned:
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(a) the cCertificate or Certificates of Acceptance and
the| Certificate or Certificates of Delivery contemplated by
Section 1 of the lease with respect to the Equipment in such
Group,

(b) invoice of the Builder for the reconstruction of
the Equipment in the Group and of the Railrocad for the Hulks
accompanied by or having endorsed thereon the approval of the
Vendee of the price stated therein and a certification by the
Rallroad that the Purchase Price has been calculated as
provided in the first paragraph of this Article 3 and does
not exceed the price that would be charged ky an independent
car| builder for comparable equipment; ’

(c) an opinion of Messrs. Cravath, Swaine & Moore, who
are| acting as special counsel for the Vendor, dated as of
such Closing Date, stating that (i) this Agreement has been
duly authorized, executed and delivered and is a legal, valid
and| binding instrument enforceable in accordance with its
terms, (ii) security title to the units of Equipment in such
Group is validly vested in the vendor, free of all claims,
llens, security interests and other encumkrances except only
the}rights of the Vendee under this Agreement, and the rights
of the Railrocad under the Lease, (iii) no approval of the
Interstate Commerce Commission or any other governmental
authorlty is necessary for the execution and delivery of this
Agreement, (iv) this Agreement and the Lease have beéen duly
flled and recorded with the Interstate Commerce Commission in
accordance with Section 20c of the Interstate Commerce Act
andino other filing or recordation is necessary for the
protectlon of the rights of the vVendor hereunder in any State
of the United states of America or the District of Columkia
(v)  registration of this Agreement is not required under the
Securities Act of 1933, as amended and (vi) the opinions
referred to in subparagraphs (d), (e), (f) and (g) are
satisfactory in form and substance and may ke relied upon by
the! vendor and Messrs. Cravath, Swaine & Moore; and said
opinion shall cover such other matters as shall be. reasonably
requested by the Vendcr;

(d) a favorable opinion or opinions of counsel for the
Ven@ee, dated as of such Closing Date, stating that the Trust
'Agreement, the Transfer Agreement, this Agreement and the
Lease have been duly authorized, executed and delivered by
therendee and, assuming due authorization, execution and
delivery by the other parties thereto, are legal, valid and
brnqing instruments enforceable in accordance with their
terms; :

(e} a favorable opinion of counsel for the Railroad,
dated as of such Closing Date, covering the matters referred
to in clause (i) of subparagraph (¢) in so far as they relate
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to [the Railroad and clauses (ii) through (iv) of subparagraph
(c)) and stating that the Railroad is a duly organized and
validly existing corporation in good standing under the laws
of its state of incorporation and has the power and authority
to lown its properties and to carry on its business as now
conducted;

(f) a favorable opinion of counsel for the Builder,
dated as of such Closing Date, covering the matters referred
to |in clause (i) of subparagraph (c) in so far as it relates
to (the Builder and stating that (i) the Builder is a duly
organized and validly existing corporation in good standing
under the laws of its jurisdiction of incorgoration and has
the power and authority to own its properties and to carry on
1tibusiness as now conducted, and (ii) at the time of
delivery of the units of the Equipment in such Group to the
Vendor hereunder, such units were free of all claims, liens,
securlty interests and other encumbrances of the Builder or
of lanyone claiming through the Builder;

(g) an opinion or opinions of counsel for the Vendee or
the Beneficiaries, dated on or before the first such Closing
Date, stating that the Trust Agreement has been duly
authorized, executed and delivered by the Beneficiaries and
is la legal and valid instrument binding uron the
Benefic1ar1es and enforceable against the Benef101ar1es in
accordance with its terms; and

(h) a Certificate of Interest in the amount of payment
by the vendor on the Closing Date in the fcrm of Exhlbit C.
hereto.

Counsel may qualify any orpinion as to the enforceability of
any instrument by a general reference to bankrugtcy, reorgani-
zation, moratorium or other laws affecting the enforcement of
crleditors' rights generally. In giving its opinion pursuant to
sykparagraph (c), counsel may rely on the opinion of counsel for
the Railroad, the Builder or the Vendee as to all matters of law
off jurisdictions other than the United States or the State of New
Ydrk involved in said opinion and as to authorizatiorn, execution
and delivery of the documents executed by such parties.

The Vendor shall not ke obligated to make any payment
hereunder at any time if a Default (as defined in Article 2
hereof) shall have, occurred, whether or not it is continuing.
Notwithstandlng anything to the contrary herein expressed or
implied the parties hereto agree that the Vendor shall have no
obligation with respect to the reconstruction of the Hulks and
delivery of the Equipment hereunder to the Vendee except to the
exjtent that the Builder has fully complied with the EBuilder's
opligaﬂions with respect to such reconstruction and delivery.
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It is agreed that the obligation of the Vendee to pay to the
endor any amount required to be paid pursuant to the third
aragraph of this Article 3 is specifically subject to the
ulflllment, on or before each Closing Date, of the following
onditlons (any of which may be waived by the Vendee)-

QM <

E (a) the Vendor shall concurrently pay or cause to be
paid to the Builder and the Railroad the amounts contemplated
toibe paid by it as provided in this Article 3 and the
documents required by this Article 3 shall have been
deliveread;

. (b)  no Default (as defined in Article 2 hereof) or
Event of Default (as defined in the Lease), nor any event
whlch with larse of time and/or demand provided in the Lease
could constitute such an Event of Default, shall have
occurred whether or not it is continuing; and

(c) the Vendee shall have received (i) the opinion of
counsel required ky Section 13 of the Lease and (ii) such
other documents as the Vendee may reasonakly request.

Notw1thstanding.any cther provision of this Agreement, the Vendor
agrees that the liability of the Vendee for all payments to be
made by it under this Agreement, with the exception only of the

p yments to be made pursuant to subparagraph (a) of the third

P ragraph of Article 3 and Article 19 hereof, shall not exceed an
a

a

b

u

ount equal to, and shall be payable only out of, the "income
d proceeds from the Equipment", and such payments 3shall be made
the Vendee only to the extent that the Vendee (which term as
ed in this paragraph includes the Vendor to the extent payments
der the Lease are made to the Vendor as contemplated therein
and any assignee of the Vendee) shall have actually received
syfficient "income or proceeds from the Equipment" to make such
p yments. In addition, the Vendor agrees that the Vendee (i)
mgdkes no representation or warranty, and is not responsible for,
the due execution, validity or enforceability of the Lease or any
d cument relating thereto (except for the due authorization,
execution and delivery thereof by the Vendee) or of any of the
R ilroad's obligations thereunder and (ii) shall have no
o ligation or liability whatsoever to see to or be responsible
fdqr the performance by the Railrocad of any of its agreements,
rgpresentations, indemnities, obligations or other undertakings
unider the lLease; it being understood that as to all such matters
the Veqdor will look solely to the Vendor's rights under this
Agreement against the Railroad and the Equipment and to the
Vendor 's rights under the Lease against the Railrocad and the
Equipment. As used herein the term "income and proceeds from the
Equipment" shall mean (i) if one of the events of default
specified in Article 15 hereof shall have occurred and while it
shiall be continuing, so much of the following amounts as are
i
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dvent and during the continuance thereof: (a) all amounts of
-enta# and amounts in respect of Casualty Occurrences (as
exeinafter defined in Article 6 hereof) paid for or with respect
Ho thg Equipment pursuant to the Lease and (b) any &nd all
dayments or proceeds received by the Vendee under the Lease or
eceived by the Vendee for or with respect to the Equipment as
Hdhe result of the sale, lease or other disposition thereof and
.fter!deducting'all costs and expenses of such sale, lease or
dther disposition, and (ii) at any other time only that portion
of the amounts referred to in the foregoing clauses (a) and (b)
als are indefeasibly received by the Vendee and as shall be
equired to discharge the portion of the Conditional Sale
I debtbdness (including prepayments thereof required in respect

the| Vendee were required to be paid pursuant to the Lease oxr
shall be required to discharge any other payments then due and
yable under this Agreement; it being understoocd that "income
and proceeds from the Equipment" shall in no event include
amounts referred to in the foregoing clauses (a) and (b) which
were r?ceived by the Vendee priox to the existence of such an

ent of default which exceeded the amounts required to discharge
at portion of the cConditional Sale Indebtedness (including-
epayments thereof required in respect of Casualty Occurrences)
dzor interest thereon due and payable on, or on the business

RY afper, the date corresponding to the date on which amounts

th respect thereto received by the Vendee were required to be
2id to it pursuant to the Lease or which exceeded any other
ayments due and payable under this Agreement at the time such
cunts were due and payakle under the Lease. Notwithstanding
anything to the coptrary contained in Articles 15 and 16 hereof,
the Vendor agrees that in the event it shall obtain a judgment
against the vVendee for an amount in excess of the amounts payable

PTVTEQLYNDT O

ragraph, it will, accordingly, limit its execution of such
jydgment against the Vendee to such amounts. It is further

ght of the Vendor to proceed against the Equipment or the
Rgilroad, as guarantor, as provided for herein for the full
urlpaid Purchase Price of the Equipment and interest thereon.

ARTICLE 4. Title to_the Equipment. The Vendor shall and
reby does retain the full security title to and property in the

Hulks are being reconstructed and thereafter in the Equipment
until the Vendee shall have made all its payments under this
Agireement in respect of the Equipment and shall have kept and
performed all its agreements herein contained in resgpect thereof,

withbtanding any provision of this Agreement limiting the
lilability of the Vendee and notwithstanding the delivery of the




10

Equipment to and the possession and use thereof by the Vendee and
the $ailroad as provided in this Agreement. BAny and all
addltions to the Hulks and the Equirpment, and any and all parts
1nstalled on and additions and replacements made to any unit of
the Hulks or the Equipment shall constitute accessions thereto
and shall be subject to all the terms and conditions of this
Agreement and included in the term "Equlpment" as used in this

Aqreement.

Except as otherwise specifically provided in Article 6
hereof, when and only when the Vendor shall have been paid the
full}Conditional Sale Indebtedness, together with interest and
all qther payments as herein provided, and all the Vendee's
obligations herein contained shall have been performed, absolute
right to the possession of, title to and property in the Equip-
ent shall pass to and vest in the Vendee without further
ransfer or action on the part of the vendor. However, the
endo%, if so requested by the Vendee at that time, will (a)
xecute and deliver to the Vendee a release of the Vendor's
ecurity interest in the Equipment transferring its security
itle| thereto and property therein to the Vendee, free of all
iens, security interests and other encumbrances created or
etalned hereby and (b) execute and deliver to the Vendee for
illng in all necessary public offices, such instruments in
riting as may be necessary or appropriate in order then to make
lear| upon the public records the title of the Vendee to such
ulpment The Vendee hereby waives and releases any and all
1ghts, existing or that may be acquired, in or to the payment of
ny penalty or damages for failure to execute and deliver such
elease or instruments or to file any certificate of payment in
ompliance with any law or statute requiring the filing of the
ame, | except for failure to execute and deliver such release or
nstruments or to file such certificate within a reasonable time
‘ fteriwritten demand by the Vendee.
ARTICLE 5. Taxes. All payments to be made by the Vendee
ereunder will be free of expense to the Vendor for collection or
ther'charges and will be free of expense to the vendor with
espect to the amount of any local, state, Federal or foreign
axes (other than net income taxes, gross receirts taxes [except
gross |receipts taxes in the nature of or in lleu of sales, use or
ental taxes], franchise taxes measured by net income based upon
uch receipts, excess profits taxes and similar taxes) or license
ees, |assessments, charges, fines or penalties (all such
xpenses, taxes, license fees, assessments, charges, fines and
enalties being hereinafter called impositions) hereafter levied
r imposed upon or in connection with or measured by this '
greement or any sale, rental, use, payment, shipment, delivery
transfer of title under the terms hereof, all of which
mpositions the Vendee assumes and agrees to pay on demand in
dition to the Purchase Price of the Egquipment. The vendee will
also pay promptly all impositions which may ke 1mposed upon. the
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Lquipment delivered to it or for the use or operation thereof or
\pon the earnings arising therefrom or upon the Vendor solely by
reason of its ownership thereof and will keep at all times all
and every part of the Equipment free and clear cf all impositions
yhich imight in any way affect the title of the Vendor or result

n a lien upon any part of the Equipment; provided, however, that
the Vendee shall be under no obligation to pay any impositions of
dny kind so long as it is contesting in good faith and by
jppropriate legal proceedings such impositions and the nonpayment
thereof does not, in the opinion of the Vendor, adversely affect
the title, property or rights of the Vendor in or to the
fquipment or otherwise under this Agreement. If any impositions
-hall]have been charged or levied against the Vendor directly and
gaid by the Vendor, the Vendee shall reimburse the Vendor upon
jresentation of an invoice therefor, and any amounts so paid by
Hhe vendor shall be secured ky and under this Agreement;

drovided, however, that the Vendee shall not be obligated to
-eimburse the Vendor for any impositions so paid unless the

endor shall have been legaliy liable with resgect thereto (as
gvidenced by an opinion of counsel for the Vendor) or unless the
endee shall have approved the payment thereof.

ARTICLE 6.  Maintenance_and Repair; Casualty Occurrences.
e Veéndee agrees that, at its own cost and expense, it will
use each unit of the Equipment to be maintained in good order
nd repair.

In the event that any unit of the Equipment shall ke or
ecome worn out, lost, stolen, destroyed or, in the opinion of
he Vendee or the Railroad, irreparably damaged, from any cause

atsoever, or taken or requ1s1tioned by condemnation or

ve determined that such unit has suffered a Casualty Occurrence
br as; of such earlier date as the Vendee may receive notice
ereof under the lease), cause the Vendor to be fully informed
regard thereto. Notwithstanding any such Casualty Occurrence,
e Vendee shall continue making payment of all instalments of
incipal and interest in respect of such unit until the date on
ich the Lessee is required to make payment for such Casualty
currence pursuant to the Lease (or, if the Lease is not in
e fect, on the date corresponding to such date). On such date

and shall file, or cause to ke filed, with the-Vendor a
certificate setting forth the Casualty Value of such unit. Any
méney paid to the Vendor pursuant to this paragraph shall be
applied on the date that such Casualty Value is paid to prepay
)e conditional Sale Indebtedness in respect of the unit
sufferinq the Casualty Occurrence, and the Vendee will promptly
fyrnish to the Vendor and the Railroad a revised schedule of
payments of principal and interest thereafter to be made, in such

|

1
|
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number of counterparts as the Vendor may request, calculated as
prov1ded in the fourth paragraph of Article 3 hereof, so that the
remaining payments shall ke substantially equal.

‘ .
Upon payment by the Vendee to the Vendor of the Casualty

Value| of any unit of the Equipment having suffered a Casualty
Dccurrence, absolute right to the possession of, title to and
oroperty in such unit shall pass to and vest in the Vendee,
n1thout further transfer or action on the part of the Vendor,
=xcept that the vVendor, if requested by the Vendee, will execute
nd deliver €0 the Vendee, at the expense of the vendee, an _
ppropriate instrument confirming such passage to the vendee of
11 the Vendor's right, title and interest in such unit, in
ecordable form, in ordexr that the Vendee may make clear upon the
ublic regords the title of the Vendee to such unit.

The Cgsualty Value of each unit of the Equirment suffering a
asualty Occurrence shall be deemed to be that portion of the
rigiqal onditional sale Indebtedness remaining unpaid on the
ate as o which such Casualty Value shall be determined (without
,1ving effect to any prepayment or prepayments theretofore made

der}this Article 6), plus interest accrued thereon but unpaid

s of i such date. For the purpose of this paragraph, each payment
f conditional sale Indebtedness made pursuant to Arxticle 3

ereof shall be deemed to be a payment on each unit of Equipment
n like proportion as the original Purchase Price of such unit
ears’to the aggregate original Purchase Price of all the units
o f Equipment._

ARTICLE 7. Obligations_of Railroad, as_Guarantor. The
aiquad for value received, hereby unconditionally guarantees
o the Vendor by endorsement (through its execution hereof) the
ue and punctual payment of the Conditional Sale Indebtedness and
nterest thereon, and the due and punctual performance of all
bligations of the Vendee under this Agreement and
nconditionally guarantees to the Vendor that all sums payable by
he Vendee under this Agreement (except for the sums payable by
he Vendee pursuant to subparagraph (a) of the third paragraph of
rticﬂe 3 hereof), will be promptly paid when due, together with
nterest thereon as herein provided, whether at stated maturity

r by |declaration or otherwise, and in case of default by the
endee in any such obligations or payments the Railroad agrees
unctually to perform or ray the same, irrespective of any
gEforcement against the vendee of any of the rights of the Vendor
reunderx. -

The Railroad agrees that its obligations hereunder shall be
! conditional (and shall not be subject to any defense, setoff,

C unterclaim or recoupment whatsoever), irrespective of the

g nuineness, validity or enforceability of this Agreement or any
orhexr circumstances which might otherwise constitute a legal or

equitable discharge of a surety or guarantor and irrespective of

'UCOH-IBrfrrc:nu.o“—fm
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the last paragraph of Article 3 herecf or Article 22 hereof or
Any other circumstances which might otherwise limit the recourse

bf the Vendor to the Vendee. The Railroad hereky waives

illigénce, presentment, demand of payment, protest, any notice of
any assignment hereof in whole or in part or of any default
1ereunder and all notices with respect to this Agreement and all
iemands whatsoever hereunder. No waiver by the Vendor of any of
Lts rlghts hereunder and no action by the Vendor to enforce any
bf its rights hereunder or failure to take, or delay in taking,
BNy such action shall affect the obligations of the Railroad
nereunder.

In the event that the Railroad shall make any payments to the
Iendor on account of its guaranty hereunder, the Railroad agrees
that it shall not acquire any rights, by subrogation or
>therwise, against the Vendee or with respect tc any of the units
bf the Equipment by reason of such payments, all such rights

eing | hereby irrevocably released, discharged and waived by the
ailroad; provided, however, that after the payment to the Vendor
f all sums payable under thls Agreement, the Railroad shall, by
ubrogation, be entitled to the rights of the Vendor against the
endee by reason of such payment by the Railroad, to the extent,
ut only to the extent, that the Vendee has received "income and
roceeds from the Equipment® (as defined in Article 3 hereof) and
as not applied amounts equal to such income and proceeds to the
ayment, in accordance with this Agreement and subject to the
imltations contained in the last paragraph of said Article 3, of
ums payable by the Vendee to the Vendor hereunder.

AATICLE 8. Rego and Inspections. On or before March 31
in each year, commencing with the calendar year which begins
fter the expiration of 180 days from the date cf this Agreement,
he Vendee shall cause to be furnished to the Vendor an accurate
tatement (a) setting forth as of the preceding December 31 the
mount, description and numbers of the Equipment then covered
ereby, the amount, description and numbers of all units of the
quipment that have suffered a Casualty Occurrence during the

eceding 12 months (or since the date of this Agreement in the
ase of the first such statement) and such other information
gardlng the condition and state of repair of the Equipment as
e Vendor may reasonably request and (b) stating that, in the
se qf all Equipment repaired or repainted during the period
vered by such statement, such Equipment is marked as required

Article 9 hereof. The Vendor shall have the right, by its
entq to inspect the Equipment and the Railroad's records with
spect thereto at such reasonable times as the Vendor may
quesr during the continuance of this Agreement.

ARTICLE 9. Marking of Equipment. The Vendee will cause each
it Of the Equipment to be kept numbered with its identifying
umber| as set forth in Schedule A hereto, or, in the case of
quipment not there listed, such identifying number as shall be

|
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set fprth in any amendment or supplement hereto extending this
Agreement to cover such Equirment, and will keep and maintain,
-1ain1y, distinctly, permanently and conspicuously marked on each
side of each unit, in letters not less than one inch in height,
he name of the Vendor followed by the words "Security Ownexr" or
. herlappropriate words designated by the Vendor, with
-ppropriate changes thereof and additions thereto as from time to
ime may be required by law in order to protect the Vendor's
itle to .and property in the Equipment and its rights under this
*greemen The Vendee will not permit any such unit to be placed
in operation or exercise any control over the same until such

ame and ‘words shall have been so marked on both sides thereof
and Will replace or will cause to be replaced promptly any such
ame and words which may ke removed, defaced or destroyed. The

b new number or numbers tc be substituted therefor, which
statement previously shall have been filed with the vendor and
11ed| recorded and deposited by the Vendee in all public offices
*here’this Agreement shall have keen filed, reccrded and
weposited

Except as provided in the immediately preceding paragraph

the Vendee will not allow the name of any person, association or
‘orporation to be placed on any unit of the Equipment as a
ce31gnation that might be interpreted as a claim of ownership;
provided however, that the Vendee may allow the Equipment to be
ettered with the names or initials or other insignia customarily
ised by the Railroad or its affiliates on railrcad 2quipment used
by them of the same or a similar type for convenience of
dentification of the rights of the Railroad or its affiliates to
iIse the Equipment as permitted under the Lease.

ARTICLE 10. cCompliance with Laws_and Rg;ggg During the term
of this Agreement, the- Vendee will comply, and will cause every
essee or user of the Lquipment to comply, in all respects with
311 laws of the jurisdictions in which its or such lessees!
vperations involving the Equipment may extend, with the inter-
.hange rules of the Association of American Railroads and with
311 lawful rules of the Federal Railroad Administration, the
nterstate Commerce Commission and any other legislative,
:xecutive, administrative or judicial body exercising any power
Qr Jurisdiction over the Equipment, and in the eveni that such
laws or rules require any alteration of any unit of the
-quipment, or in the event that any equipment or appliance on any
duch unit shall be required to be changed or reglaced, or in the
vent[that any additional or other equipment or appliance is
equired to be installed on any such unit in order to comply with
uch 1aws or rules, the Vendee will make such alterations,
hanges, replacements and additions at its own expense; rrovided,
owever, that the Vendee may, in good faith, contest the validity
r application of any such law or rule in any reasonable manner

Oitr 0 i o,
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hich| does not, in the opinion of the Vendor,‘adversely affect
he property or rights of the Vendor under this Agreement.

ARTICLE 11. Possession and Use. The Vendee, so long as it
:hall}not be in default under this Agreement, shall be entitled,
rom and after delivery of the Equipment to the Vendee, to the
uossession of the Equipment and the use therecf, but only upon
and subject to all the texrms and conditions of this Agreement,

The Vendee may lease the Equipment to the Railroad as
oermitted by, and for use as provided in, the Lease, but the
tights of the Railroad and its permitted assigns (the Railroad
.ereb§ so acknowledging) under the lLease shall ke subordinated
mmior in rank to the rights, and shall be subject to the
ies, of the Vendor under this Agreement; provided, however,
o long as the Railrcad shall not be in default under the
or under this Agreement in its capacity as guarantor or

the Equipment. The Vendee hereky agrees that it will not
ise any of the remedies permitted in the case of an Eyent of
t under and as defined in the Lease until the Vendor shall
eceived notice in writing of its intended exexrcise thereof,
and hereby further agrees to furnish to the Vendor copies of all
~ummodses, writs, processes and other documents served by it upon
Hhe Railroad or served by the Railroad upon it in connection
Hherewith. The Vendee and the Railroad hereby agree that the

not be amended without the prior written consent of
he Vendor,-which shall nct ke unreasonably withheld.

Subject to the provisions of the preceding paragraph of this
“ticﬂe 11, the Equipment may be used upon the lines of railroad
owned or operated by the Railrocad or any affiliate cof the

1lroﬁd (or any other railroad company approved by the Vendor)

upon lines of railroad over which the Railroad or any such

ilroad equipment of the Railroad or any such affiliate is

gularly operated pursuant to contract, and the Equipment may be
ed upon connecting and other carriers in the usual interchange
traffic or equipment, kut only upon and sukbject to all the

rms and conditions of thlS Agreement; Erovided

Except
otherwise provided in the Lease, the Vendee may also lease the

o} permit the- assignment of any unit of the Equipment to service
inpvolving the regular operation and maintenance thereof outside
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the Unlted States of America and (iii) a copy of such lease shall
be furnished to the Vendor.

or di scharge any and all sums claimed by by any rparty from, through
ox under the Vendee or its successors or assigns which, if
unpaid might become a lien, charge, security interest or other
encumbrance upon or with respect to the Equipment, or any part
therebf, or the interxrest of the Vendor therein, and will promptly
discharge any such 1ien, charge, security interest or other
encumbrance which arises, but shall not be required to pay or
dlscharge any such claim so long as the validity thereof shall be
ontested in good faith and by any appropriate legal proceedings
n any reasonable manner and the nonpayment thereof does not, in
he oplnion of the Vendor, adversely affect the property or

1ghts of the Vendor in or to the Equipment or otherwise under
his Agreement. Any amounts paid by the Vendor in discharge of
1ensL charges or security interests upon the Equipment shall be
ecurfd Lty and under this Agreement.

This covenant will not be deemed breached Ly reason of liens
oxr taxes, assessment or governmental charges or levies, in each
ase not due and delinquent, or undetermined or inchoate
aterialmen's, mechanics', workmen's, repairmen's or other like
iens| arising in the ordinary course of business and, in each
ase,| not delinquent.

ARTICLE 12. pProhibition Against Liens. The Vendee will pay

ARTICLE 13. Indemnities and Warranties. The Vendee agrees
o 1ndemnify, protect and hold harmless the Vendor from and
gainst all losses, damages, injuries, liabilities, claims and
emands whatsoever, regardless of the cause thereof, and expenses
n connection therewith, including ktut not limited to counsel
ees and expenses, penalties and interest, arising out of or as
he result of the entering into or the performance of this
greement, the retention ky the Vendor of security title to the
uipment, the ordering, acquisition, use, operation, condition,
urchase, delivery, rejection, storage or return of any of the
quipment, any accident in connection with the operation, use,
~ondition, possession, storage or return of any of the Equipment
resultlng in damage to property or injury or death to any person
iuring the period when security title thereto remains in the
Vendor or the transfer or release of security title to the
Equipment by the vendor pursuant to any of the grovisions of this
'Agreement, except, however, any losses, damages, injuries,
Liabllitles, claims and demands whatscever arising out of any
tort, breach of warranty or failure to perform any covenant here-
tinder | by the Railroad or the Builder. This covenant of indemnity
ahalllcontinue in full force and effect notwithstanding the full
payment of the indebtedness in respect of the Purchase Price of,
and the conveyance or release of security title to, the
_qulpment, as provided in the last paragraph of Article 4 hereof,
br the termination of this Agreement in any manner whatsoever.
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The Vendee will Lear the responsibility for and risk of, and
shall not be released from its obligations hereunder in the event
of, any damage to or the destruction or loss of any unit of or
all the Equipment.

fhe Vendor makes no warranties whether written, oral,

the gguipmen or in connection with this Agreement or the
leivegy and sale g; the Eguipment hereunder. o

The Builder and the Railroad warrant that the Hulks will be
reconstructed in accordance with the specifications and standards
set forth or referred to in Article 1 hereof and warrant that the
Equipment will be free from defects in material or workmanship or
de31gn under normal use and service. This warranty is expressly
expressed or implied, including any imp;ieé \.v.a.:_r;ensy of
merchantability or fitness for a particular purpose. The Builder
agrees to and does hereby, to the extent legally possible without
impairing any claim, right or cause of action hereinafter
referred to, transfer, assign, set over and deliver to the Vendor
and, subject to the rights of the Vendor under this Agreement, to
the Vendee, every claim, right and cause of action which the
Builder has or hereafter shall have against any party who shall
perform any of the reconstruction of the Hulks and the Builder
grees to execute and deliver to the Vendor and the Vendee all

nd every such further assurance as may ke reascnably requested
ore fully to effectuate the assignment, transfer and delivery of
very such c¢laim, right and cause of action.

The warranties and indemnities contained or referred to in
is Article 13 and in any other Articles hereof and all other
ovenants and obligations of the Builder and the Rallroad
ontained in this Agreement shall inure to the kenefit of, and be
nforceable by, any lessee, assignee or transferee of this
greement or of any units of the Equipment reconstructed by the
uilder hereunder.

The Railroad agrees to indemnify and save harmless the Vendor
nd the Vendee against any charge or claim made against either of
hem and against any expense, loss or liability (inc¢luding but .
ot 1imited to counsel fees and expenses, patent liabilities,
enalties and interest) which the vendor or the Vendee may incur
n any manner by reason of entering into or performing the Hulk
urchase Agreement, this Agreement, any of the instruments or
greements referred to therein or herein or contemplated thereby
r hereby or the cwnership of, or which may arise in any manner
t of or as the result of the ordering, acquisition, purchase,
econstruction, use, operation, condition, delivery, rejection,
torage or return of, any of the Hulks or any units of the
quipment and to indemnify and save harmless the Vendor and the

H

i
|
i
i
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Vendee against any charge, claim, exrense, loss or liability on
account of any accident in connection with the reconstruction,
operation, use, condition, possession or storage of any of the
Hulks or any units of the Equipment resulting in damage to
property or injury or death to any person. The indemnities
contained in this Article shall survive delivery of the Equipment
and the performance of all other obligations under this Agreement
and the Hulk Purchase Agreement and the terminatiorni of this

Agreément and/or the Hulk Puxchase Agreement.

ARTICLE 14. Assignments. The Vendee will not (a) except as
provided in Article 11 hereof, transfer the rlght to possession
of any unit of the Fquipment or (b) sell, assign, transfer or
otherwise dispose of its rights under this Agreement unless such
sale,.assignment, transfer or disposition (i) is made expressly
subject in all resgects to the rights and remedies of the Vendor
hereunder (including without limitation, rights and remedies
pgainst the Vendee and the Railroad) and (ii) provides that the
Vendee shall remain liable for all the obligations of the Vendee
under; this Agreement.

All or any of the rights, benefits and advantages of the
Jendor under this Agreement, including the right to receive the
aayments ‘herein provided to be made ky the Vendee and the
beneflts arising from the undertakings of the Railroad hereunder,
ay be assigned by the Vendor and reassigned by any assignee at
ny time or from time to time. No such assignment shall subject

y assignee to, or relieve the Builder from, any of the
bligations of the Builder to reconstruct and deliver the
quipment in accordance herewith or to respond to its warranties
nd indemnities contained or referred to in Article 13 hereof or
elieve the Vendee or the Railroad of their respective
bligations contained or referred to in Articles 1, 2, 3, 5, 7
nd 13 hereof and this Article 14, or any other obligation which,
ccor@ing to its terms and context, is intended to survive an
ssignment.

|

Upon any such assignment, either the assignor or the assignee

hall!give written notice to the vendee and the Rallrocad,
ogether with a counterpart or copy of such assignment, stating
he identity and post office address of the assignee, and such
gssignee shall, by virtue of such assignment, acquire all the
ssignor's right, title and interest in and to the Equipment and
his Agreement, or in and to a portion thereof, as the case may
e, subject only to such reservations as may be contained in such
ssignment. From and after the receipt by the Vendee and the
ailroad, respectively, of the notification of any such
ssignment, all payments thereafter to be made by the Vendee or

e Railroad under this Agreement shall, to the extent so

sigﬁed be made to the assignee in such manner as it may
qirect :

P I (>
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In the event of any such assignment or successive assignments
by the vVendor of title to the Equipment and of the Vendor's
rights hereunder with resgect thereto, the Railrcad will,
whenever requested by the assignee, change the markings on each
side!of each unit of the Equipment so as to indicate the title of
such assignee to the Equipment, such markings to be specified by
such 'assignee, subject to any requirements of the laws of the
jurisdictions in which the Equipment shall be operated. The cost
of such markings in the event of an assignment cf not less than
all Qhe Equirment at the time covered by this Agreement shall be
borne by the Railroad and, in the event of an assignment of less
han all such Equipment, such cost shall be korne by such
ssignee. '
ARTICLE 15. Defaults. In the event that any one or more of
the fpllowing events of default shall occur and be continuing
(without regard to the limitations provided for in the last
paragraph of Article 3 herxeof or in Article 22 hereof) to wit:

| (a) . the Vendee shall fail to pay in full any sum
payable by the Vendee when payment thereof shall be due
hereunder and such default shall continue for ten days; or

| (b) the Vendee or the Railroad shall, for more-than 30
days after the vVendor shall have demanded in writing -
performance thereof, fail or refuse to comply with any other
,agreement, term or proviSion of this Agreement, or of any
agreement entered into concurrently herewith relating to the
financing of the Equirment, on its part to ke kept and
performed ox to make fprovision satisfactory to the Vendor for
such compliance; or

! (c) a petition for reorganization under Section 77 of
the Bankruptcy Act, as now constituted or as said Section 77
may be hereafter amended, shall be filed by or against the
Failroad and, unless such petition shall have been dismissed,
nullified stayed or otherwise rendered ineffective (but then
only so long as such stay shall continue in force or such
ineffectiveness shall continue), all the obligat:ions of the
Railroad under this Agreement shall not have been duly
assumed ‘in writing, pursuant to a court ordexr or decree, by a
trustee or trustees arpointed in such proceedings (whether or
not subject to ratification) in such manner that such
obligations shall have the same status as okligations
incurred by such trustee or trustees, within 30 days after
such arpointment, if any, or 60 days after such petition
shall have been filed, whichever shall be earlier; or

i

! (d) any other proceeding shall be commenced by or
against the Vendee, any Beneficiary or the Railroad under any
bankruptcy or insolvency laws, or laws relating to the relief
of debtors, readjustment of indebtedness, reorganizations,

i
|
|
I
|
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arrangements, compositions or extensions (other than a law
which does not permit any readjustment of the ocbligations of
the Railroad or the Vendee under this Agreement), and, unless
such proceedings shall have been dismissed, nullified, stayed
or otherwise rendered ineffective (but then only so long as
such stay shall continue in force or such ineffectiveness
shall continue), all the okligations of the Railroad or the
Vendee, as the case may be, under this Agreement shall not
have been duly assumed in writing, pursuant to a court order
or decree, by a trustee or trustees or receiver or receivers
appointed for the Railroad or the Vendee, as the case may be,
or for their respective property in connection with any such
proceedings (whether or not subject to ratification) in such
manner that such obligations shall have the same status as
obligations incurred Ly such trustee or trustees or receiver
or receivers, within 30 days after such appointment, if any,
or 60 days after such proceedings shall have been commenced,
whichever shall be earlier;
then at any time after the occurrence of such an event of default
the vendor may, upon written notice to the vVendee and the :
Railroad (i) subject to the rights of the Railrcad set forth in
rticle 11 hereof, cause the Lease immediately upon such notice
o terminate (and the Vendee and the Railroad each acknowledge
he right of the Vendor tc terminate the Lease) and/or (ii)
eclare (hereinafter called a Declaration of Defaulit) the entire
paid Cconditional sSale Indektedness together with the interest
heredn then accrued and unpaid, immediately due and payable,
ithout further demand, and thereafter the aggregate of the
paid balance of such indebtedness and interest shall bear
nterest from the date of such Declaration of Default at the rate
er annum specified in the sixth paragraph of Article 3 hereof,
o the extent legally enforceable. Upon a Declaration of
fault, the Vendor shall be entitled to recover judgment for the
ntire unpaid balance of the indebtedness in respect of the
urchase Price of the Equipment so payable, with interest as
foresaid and to collect such judgment out of any property of
he Vendee, subject to the limitations of Article 3 hereof, or
he Railroad wherever situated. The Vendee and the Railroad
gree'to promptly notify the Vendor of any event which has come
o its attention which constitutes, or with the giving of notice
d/or lapse of time could constitute, an event of cdefault under
is Agreement. '
The Vendor may, at its election, waive any such event of
fault and its consequences and rescind and annul any
claration of Default or notice of termination of the Lease by
tice to the Vendee and the Railroad in writing to that effect,
d thereupon the respective rights of the parties shall be as
they would have been if nc such event of default had occurred and
Declaration of Default or notice of terminaticn of the Lease
hgad been made or given. Notwithstanding the provisions of this
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paradraph, it is expressly understood and agreed by the Vendee
and the Railroad that time is of the essence of this Agreement
and that no such waiver, rescission or annulment shall extend to
or affect any other or suksequent default or impair any rights or
remedles consequent thereon.
| . .
ARTICLE l6. Remedies. At any time during the continuance of
a Ceclaration of Default, the Vendor may, subject to the rights
of the Railroad set forth in Article 11 hereof, and upon such
further notice and action, if any, as may ke requlred for
compliance with any mandatory legal requirements then in foxce
and applicable to the action to be taken by the Vendor, take or
cause to be taken, by its agent or agents, imrediate possession
of the Equipment, or one cr more of the units thereof, without
1iability to return to the vVendee or the Railroad any sums
theretofore paid and free from all claims whatsocever, except-as
hereinafter in this Article 16 expressly provided, and may remove
the same from possession and use of the Vendee, the Railroad.-or
Any other person and for such purpose may enter upan the premises
of the Vendee or the Railroad or any other premises where the
uipment may be located and may use and employ in connection
ﬁgth such removal any supglies, services and aids and any
hvailable trackage and other facilities or means of the Vendee or
the Railroad.

In case the Vendor shall demand possession of the Equipment
pursuant to this Agreement and shall designate a reasonable point
bY p01nts on the lines or premises of the Railroad for the
ielivery of the Equipment to the Vendor, the Railroad shall
(subject to the rights of the Railroad set forth in Article 11
uereof), at its own expense forthwith and in the usual manner,
cause, the Equipment to be moved to such point or points on its
lines' and shall there deliver the Equipment or cause it to be
dellvered to the Vendor. At the option of the vendor, the Vendor
ay keep the Equipment on any of the lines or premises of the
ailroad until the Vendor shall have leased, sold or otherwise
1sposed of the same, and for such purpose the Railroad agrees to
urnish, without charge for rent or storage, the necessary
acilities at any point or points selected by the Vendor
easonably convenient to the Railroad. This agreement to deliver
he Equipment and furnish facilities as hereinbefore provided is
f the essence of the agreement Letween the parties, and, upon
pplication to any court of equity having jurisdiction in the
remises, the Vendor shall be entitled to a decree against the
endée and/or the Railroad requiring specific performance hereof.
he vendee and the Railroad hereby expressly waive any and all
laims against the Vendor and its agent or agents for damages of
hatever nature in connection with any retaking of any unit of
the Equipment in any reasonable manner.

At any time during the continuance of a Declaration of
befault, the Vendor (after retaking possession of the Equipment
!

'
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as herelnbefore in this Article 16 rrovided) may, at its election
and upon such notice as is hereinafter set forth, retain the
Equipment in satisfaction of the entire indebtedness in respect
of the Purchase Price of the Fquipment and make such disposition
thergof as the vVendor shall deem fit. Written notice of the
Vendor's election to retain the Equipment shall be given to the
Vendee and the Railroad by telegram or registered mail, addressed
as provided in Article 21 hereof, and to any cther persons to
whom the law may require notice, within 30 days after such
Declaration of Default. 1In the event that the Vendor should
elect to retain the Equipment and no objection is made thereto
within the 30-day period described in the :second proviso below,
all the vendee's rights in the Equirpment shall thereupon
terminate and all payments made by the Vendee and the Railroad
may be retained Ly the Vendor as compensation fcr the use of the
1Equipment; provided, however, that if the Vendee, before the
expiration of the 30-day period described in the proviso below,
should pay or cause to be paid to the Vendor the total unpaid
balance of the indebtedness in respect of the Purchase Price of
the Equipment, together with interest thereon accrued and unpaid
and all other payments due under this Agreement, then in such
event absolute right to the possession of, title to and property
in the Equipment shall pass to and vest in the Vendee; provided,
further, that if the Vendee, the Railrocad or any other persons
notified under the terms of this paragraph object in writing to
the Vendor within 30 days from the receipt of notice of the
Vendor's election to retain the Equipment, then the Vendor may
not so retain the Equipment, but shall sell, lease or otherwise
dispose of it or continue to hold it pending sale, lease or other
disposition as hereinafter provided or as may otherwise be per-
mitted by law. If the Vendor shall bhave given no notice to :
retain as hereinabove provided or notice of intention to dispose
of the Equipment in any other manner, it shall ke cleemed to have
" lelected to sell the Equipment in accordance with the provisions
of this Article 16.

At any time during the continuance of a Declaration of
Defau&t, the Vendor, with or without retaking possession thereof,
Rt its election and upon reasonable notice to the Vendee, the
Railroad and any other persons to whom the law may require notice
bf the time and place, may, subject to the rights of the Railroad
et forth in Article 11 hereof, sell the Equipment, or one or

ore of the units thereof, free from any and all claims of the
Vendee, the Railrxoad or any cther party clalming from, through or
hnder the Vendee or the Railrocad at law or in equity, at public
pbr private sale and with cr without advertisement as the Vendor
ay determine; provided, however, that if, prior to such sale and
prior to the making of a contract for such sale, the Vendee
khould tender full payment of the total unpaid kalance of the
indebtedness in respect of the Purchase Price of the Equipment,
together with interest thereon accrued and unpaid and all other

bayments due under this Agreement as well as expenses of the
f
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Vendor in retaking possession of, removing, storinq, holding and
preparing the Equipment fcr, and otherwise arranging for, the
sale and the Vendor's reasonable attorneys' fees, then in such
event absolute right to the possession of, title to and property
in the Equipment shall pass to and vest in the Vendlee. The
proceeds of such sale or octher disposition, less the attorneys'
fees'and any other expenses incurred by the Vendor in retaking
possess;on of, removing, storing, holding, preparing for sale and
selling or otherwlse dispcsing of the Equipment, shall be
credited on the amount due to the Vendor under the provisions of
this Agreement.

Any sale hereunder may be held or conducted at New York, New
York, at such time or times as the Vendor may specify (unless the
Vendor shall specify a different place or places, in which case
the sale shall be held at such place or places as the Vendor may
specify), in one lot and as an entirety or in separate lots and
ithout the necessity of gathering at the place of sale the
sold, and in general in such manner as the Vendor
The Vendee and the Raillroad shall be given

ritten notice of such sale not less than ten days prior thereto,
y telegram or registered mail addressed as provided in Article
1 hereof. such sale shall be a private sale, it shall be
ubject to the rights of the vendee and the Railrxoad to purchase
r provide a purchaser, within ten days after notice of the
roposed sale price, at the same price offered ky the intending
urchaser or a better price. The Vendor may bid for and become

e purchaser of the Equipment, or any unit thereof, so offered
or sale. In the event that the Vendor shall be the purchaser :
hereof it shall not ke accountable to the Vendee or the
ailroad (except to the extent of surplus money received as
ereinafter provided in this Article 16), and in payment of the
urchase price therefor the vVendor shall be entitled to have
redited on account thereof all sums due to the Vendor hereunder.

| .

Each and every power and remedy hereby specifically given to
he Vvendor shall be in addition to every other power and remedy
ereby specifically given or now or hereafter existing at law or
n equity, and each and every power and remedy may be exercised
rom 'time to time and simultaneously and as often and in such
rderlas may be deemed exredient by the Vendor. All such powers
nd remedies shall ke cumulative, and the exercise of one shall
ot be deemed a waiver of the right to exercise any other or
thers. No delay or omission of the Vendor in the exercise of
ny such power or remedy and no renewal or extension of any
ayments due hereunder shall impair any such power or remedy or
hall be construed to be a waiver of any default or an
cquiescence therein. Any extension of time for payment
ereunder or other indulgence duly granted to the Vendee or the
allroad shall not otherwise alter or affect the Vendor's rights
r the Vendee's or the Railrcad's obligations hereunder. The
fendor 's acceptance of any payment after it shall have become due
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herednder shall not be deemed to alter or affect the Vendee's or
the Railroad's obligations or the Vendor's rights hereunder with
respect to any subsequent payments or default therein.

If after applying all sums of money realized by the Vendor
under the remedies herein provided, there shall remain any amount
due to it undexr the provisions of this Agreement, the Vendee
shall, subject to the limitations of Article 3 hereof, pay the
amount of such deficiency to the Vendor upon demand, and, if the
Vendee shall fail to pay such deficiency, the Vendor may bring
suit therefor and shall be entitled to recover a judgment
therefor against the Vendee. 1f, after applying as aforesaid all
sums realized by the Vendor, there shall remain a surplus in the
possegsion of the Vendor, such surplus shall be paid first to the
Vendee to the extent of the Vendee's interest therein, and then
to thf Ra?lroad, to the extent of its interest therein.

The Vendee will, subject to the limitations of Article 3
hereof, pay all reasonable expenses, including attorneys' fees,
tncur;ed by the Vendor in enforcing its remedies under the terms
f this Agreement. 1In the event that the Vendor shall bring any
suit to enforce any of its rights hereunder and shall be entitled
to ]udgment then in such suit the Vendor may recover reasonable.
expenses, including reasonable attorneys' fees, and the amount
thereef shall be included in such judgment. -

|

The foregoing provisions of this Article 16 are subject in
11 respects to all mandatory legal requirements at the time in
orce and applicable thereto.

ARTICLE 17. Applicable state lLaws. Any provision of this
greement prohibited by any applicable law of any jurisdiction
which is not overridden Ly applicable federal law) shall as to
uch Jurlsdiction be ineffective, without modifying the remaining
rovisions of this Agreement. Where, however, the conflicting
rovisions of any such apgplicable law may be waived, they are
ereby waived by the parties hereto to the full extent permitted
vy law, it being the intention of the parties hereto that this
greement shall be deemed to be a conditional sale and enforced
s .such. -

Eicept as otherwise provided in this Agreement, the Vendee

d the Railroad, to the full extent permitted ky law, hereby
aive all statutory or other legal requirements for any notice of
y kind, notice of intention to take possession of or to sell or
ease the Equipment, or any one or more units thereof, and any
ther requirements as to the time, rlace and texms of the sale or
ease thereof, any other requirements with respect to the
forcement of the Vendor's rights under this Agreement and any
and all rights of redemption,

|
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ARTICLE 18. Recording. The Railroad will cause this
Agreement, any assignments hereof and any amendments or supple-
ments hereto or thereto to be filed and recoxrded in accordance
with 'section 20c of the Interstate Commerce Act; and the Railroad
will from time to time 4o and perform any other act and will
execute, acknowledge, deliver, file, register, deposit and record
any and all further instruments required by law or reasonably
requested by the Vendor for the purpose of proper protection, to
the satlsfaction of counsel for the Vendor, of its security title
to the Equipment and its rights under this Agreement or for the
purpose of carrying out the intention of this Agreement; and the
Railroad will promptly furnish to the Vendee and the Vendor
certificates or other evidence of such filing, registering,
depositing and recording satisfactory to the Vendoz.

ARTICLE 19. Payment of Expenses. The Vendee will pay all
reasonakle costs and expenses incident to this Agreement and the
first assignment of this Agreement if the first assignee is
acting as agent or trustee(including the fees and expenses of
such lagent cr trustee) and any instrument supplemerital or related
hereto or thereto, including all fees and expenses of counsel for
the Vendor.

ARTICLE 20. Article Headings; Effect and Modlflcatlon of
lAqreement. All article headings are inserted for convenience
only and shall not affect any construction or interpretation of

this Agreement

This Agreement, including any schedules or annexes hereto,
exclusively and completely states the rights cf the parties
hereto with respect to the Hulks and the Equipment and supersedes
all other agreements, oral or written, with respect to the Hulks
and the Equipment except the Hulk Purchase Agreement. No
variation or modification of this Agreement, the Lease or the
Trust Agreement and no waiver of any of the provisions thereof or
condltionsvthereto shall ke valid unless in writing and signed by
duly authorized representatives of the parties hereto.

AhTICLE 21. Notice. Any notice hereunder to any of the
partles designated kelow shall be deemed to be rroperly served if
Helivered or mailed to it at its place of bu81ness at the
following specified addresses:

‘ (e) to the Vendor, at 440 Lincoln Street, ﬁorcester,
Massachusetts 01605, Attention of Securities Division,

(b) to the Vendee, at P.O. Drawer 4625, Atlanta, Georgia
B0302, Attention of Corporate Trust Department,

(t) to the Railrocad or the Builder at 908 West Broadway,
Louisville, Kentucky #0201,

f
'

I
|
1
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(d) to any assignee of the Vendor, or of the vendee, at such
sddress as may have been furnished in writing tc the Vendee, or
he Vendor, as the case may be, and to the Railrcad, by such
;s51gnee, or at such other address as may have keen furnished in
-riting by such party to the other parties to this Agreement.
ARTICLE 22. Investment Representation. The Vendor
epresents that it is acquiring its entire participation in the
'onditional Sale Indebtedness for its own account for investment
and not with a view to, or for sale in connection with, the
distribution of the same, nor with any present intention of
uistributinq or selling the same, but subject, nevertheless, to
any requirement of law that the disgosition of its property shall
at all times be within its control.

26

Ihe interest of the Vendor hereunder has not been registered
der‘the Securities Act of 1933 and the Vendor agrees that it
1111 not assign its interest hereunder unless such assignment
jould not require registration under said Act. The vendor hereby
jgrees that any assignment authorized pursuant to the next
«receding sentence of all or any part of its interest in the
ionditional Sale Indebtedness shall be upon the express condition
that the assignee thereof shall be bound by the terms of this
-qreement.

— ——— s S—————n

‘ 1ncorporator, stockholder, director, or officer, whether by
irtué of any constitutional provision, statute or rule of law or
enforcement of any assessment or penalty or. othezw1se, all

"corporators, stockholders, directors or officers being forever
‘leased as a condition of and as con51deration for the execution
this Agreement.

The obligations of the Vendee under the first paragraph of

., 9, &0, 12 and 13 hereof shall be deemed in all reSpects
tisfied by the Railroad's undertakings contained in the Lease. |

event of default hereunder pursuant to Article 15 hereof. No
diver| or amendment of the Railrcad's undertakings under the
Léase shall be effective unless joined in by the Vendor.

E
|
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It is exrressly understood and agreed ky and between the
garties hereto, anything herein to the contrary notwithstanding,
that each and all of the representations, undertakings and
ggreements herein made on the part of the Vendee, while in form
gurporting to be the representations, undertakings and agreements
df the vVendee are nevertheless each and every one of them, made
nd iﬂtended not as personal representations, undertakings and
dgreements by the Vendee or for the purpose or with the intention
df binding the Vendee personally but are made and intended for
gdhe purpose of binding only the Trust Estate ‘as such term is used
in the Trust Agreement, and this Agreement is executed and
delivered by the Vendee not in its own right but solely in the
gxercise of the powers exrressly conferred upon it as trustee
nder 'the Trust Agreement; and that no personal liability or
dersonal responsibility is assumed by or shall at any time be
asserted or enforceable against the Vendee or the Beneficiaries
account of this Agreement or on account of any representation,
nderﬂaking or agreement of the Vendee or any Beneficiary, either
axpressed or implied, all such personal liability, if any, being
glxpressly waived and released by the Vendor and ky all persons
dlaiming by, through or under the Vendor; provided, however, that
Hhe Vendor or any person claiming by, through or under any of
ghem, making claim hereunder, may look to the Trust Estate for
latisfaction of the same.
I .
ARTICLE 24. Law Governing. The Vendee warrants that its
dhief place of business is located in the State specified in
dlause (b) of Article 21 and the terms of this Agreement and all
ghts and obligations hereunder shall be governed by the laws of
aid SFate; provided, however, that the parties shall be entitled
o all rights conferred by Section 20c of the Interstate Commerce
t and such additional rights arising out of thke filing, ‘
‘cording or deposit hereof, if any, and of any assignment hereof
apg shapl be conferred by the laws of the several jurisdictions in
hich Fhis Agreement or any assignment hereof shall be filed,
ecorded or deposited. o

ARTICLE 25. Execution. This Agreement may be executed in
any number of countergarts, each of which so executed shall be
deemed to be an original, and such counterrarts together shall
cpnstitute but one and the same contract, which shall be
spfficiently evidenced by any such original counterpart.

Al though this Agreement is dated as of the date set forth on the
cpver pereof, for convenience, the actual daté or dates of
xecution hereof by the parties hereto is cr are, respectively,
the daFe or dates stated in the acknowledgments hereto annexed.
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IN WITNESS WHEREOF, the parties hereto have executed or

causeq this instrument to be executed all as of the date first

?bove written.

by STATE MUTUAL LIFE ASSURANCE
CCMPANY OF ERICA,

= v _
by &.Aé-. - o? MK
- Assist:ant Treasurer "

[Corpqrate Seal]

Attest:

NN

(j%sistaﬁt‘secreq ry

RAILLRCAD COMPANY,

| : . 7 4 ‘
: S b c
| . y"{)%ﬁ 4reasurer

[Corporate Seal]

} - : LCUISVIILE AND NASHVILLE
|

ttest:

Assistant Secretary




L & N INVESITMENT CORPORATION,

| @5 - cwr it/
[ Corporate Seal] .

Attes;:

rd

Assist¥ant Secretary

‘RUST CCMPANY OF GEORGIA,
rustee,

. ' T GRPRATE TRUST fﬁ?&cw/.’
' cCorporate Seal]

Attest H

Secretary
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COMMO:NWEALTH OF MASSACHUSETITS)
% ) SSa2
COUN'I;‘Y OF WORCESTER )

On this Xnd day of awcd 1973, before re personally
appeared frnald €. Calatro , to me personally known, who, .
beinq ky me duly sworn, says that he is an Assistant Tredasurer of
State Mutual Life Assurance Company of America, that one of the
seals affixed to the foregoing instrument is the corporate seal
of said corporation, that said instrument was signed and sealed
on behalf of said corporation by authority of its Eoard of
Directors, and he acknowledged that the execution cf the
foregoing instrument was the free act and deed of said
corporation.

!
|
[ Notarial sSeal]

My Co@mission expires

NORMAN L: KASPARSON
My Col‘mmlsslon Expires January 31, 1975
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ZOMMOﬁWEALTH OF KENTUCKY)

fOUNTY OF JEFFERSON )

Ot

on this 474 day fJJM “1973, before me personally
lppeared (. o éikzput@/ to me personally known, who,
eing'by me du sworn, says that he is the Secretary-Treasurer
f Louisville and Nashville Railroad Company, that one of the
eals |\affixed to the foregoing instrument is the corrorate seal.

f said corporation, that said instrument was signed and sealed

n behalf of said corporation by authority of its Board of

1rectors, and he acknowledged’ that the execution of the
oregoing instrument was the free act and deed of said
orporatlon.

| () Notary Public

Notarial Seal]

\
y Commission expires ZUAACH /{,’77é>-




|
COMMONWEAITH OF KENTUCKY)

| )SS..
COUNTY OF JEFFERSON )

On thi day of~é£4 1973, before me peisonally
appeared to me pefsonally_known, who,

being Ly me dul sworn, says that he is €%f L & N
Tnvestment Corporation, that one of the seals a%ffixed to the
foregoing instrument is the corporate seal of said corgoration,
that said instrument was signed and sealed on behalf of said
corporation by authority of its Board of Directcrs, and he
acknowledged that the execution of the foregoing instrument was

the free act and deed of said corporation.
i Notary Public

jNotaLial Seal ]

|
My commission expires’%%ﬂﬁ@ﬁu /q/,?vb.

'
'
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STATE OF GEORGIA )

| ) sSs.:
COUNT¥ OF FULTON )

|
On thisa77z”/aay ofC?Zw¢%«¢§¢~1973, tefore me personally
appeared Q ot/ ccleen) B ams , to me persogg%;y know ‘ggg,
pbeing ky“me duly sworn, says that he is a ‘}égﬁ Trust
“ompany of Georglia, that one of the seals affixed to the
Eoregoing instrument is the corporate seal of said corporation,
that said instrument was signed and sealed on behalf of said
torporation by authority of its Board of Directors, and he
acknowledged that the execution of the foregcing instrument was
he free act and deed of said corporation.

j | _jgg;ézLJCﬁi;ﬁz:aﬂgaengf:_.___
| Notary Public

{ Notarial seal]
o
My Conission exrires

INOTARY PUBLIC, GEORGIA, STATE at LARGE
LMY COMMISSION. EXPIRES Aug. 17, 1974 _

|
|
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Exhibit A

TRANSFER AGREEMENT

State| Mutual Life Assurance Company
of America

140 Lincoln Street

norce?ter, Massachusetts 01605.

The undersigned has recently acquired the used railroad
Equlpment described in Annex I hereto (hereinafter called the
Hulks) from Louisville and Nashville Railroad Ccmpany
(hereinafter called the Railroad) and desires tc have such Hulks
reconstructed. The undersigned hereby agrees with you as
Follows:

1. In order to cause the Hulks to ke reconstructed and
sold to us by you on conditional sale, the undersigned hereby
assigns and transfers to you, without warranties as to title
or workmanship, security title to the Hulks and our rights
under the Reconstruction Agreement dated as of December 1,
1972. between LEN Investment Corporation (hereinafter called
the Builder) and us pursuant to which the Hulks are being
reconstructed.

i 2. You will hold security title under and pursuant to
the Reconstruction and Ccnditional Sale Agreement dated as of
December 1, 1972 (hereinafter called the Agreement), among
you, the Railroad, the Builder and us and you will request
that the Hulks ke reccnstructed, pursuant thereto in
accordance with the specifications referred to in Schedule A
thereto. In accordance with the Agreement the uandersigned
has caused the Hulks to ke delivered to the Builder on your
rehalf.

'3. Upon completion of the reconstruction, the rebuilt
Hulks will ke delivered and conditionally scld by you to us
in accordance with the Agreement. :

4. If Hulks are excluded from the Agreement you shall
reassign to us your interest in such Hulks, without warranty.

5. It is understood and agreed that this Agreement is
being entered into solely to permit you to effectuate the
foreg01ng and your interests in the Hulks, in present form or
as reconstructed, is a security interest and that we shall at
all times be the beneficial owner of the sare.
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If the foregoing is in accordance with your
understanding, please sign a copy of this letter in the space
provided and return it to the undersigned, whereupon this letter
shall become a valid and kinding agreement Lketween us.

Very truly yours,

TRUST COMPANY OF GECRGIA, as Trustee,

by

[ SEALl]

-

ACCEPTED:

STATE| MUTUAL LIFE ASSURANCE COMFANY
OF AMERICA,

]

PY e

Assistant Treasurer




S$TATE OF GEORGIA )
: ) ss.:
qOUNTY OF FULTON )

On this day of 1973, before me
personally appeared , Lo me
;ersonally known, who, being Ly me duly sworn, says that he is a
VYice Pre31dent of Trust Ccmpany of Georgia, that the seal affixed
to the foregoing instrument is the corporate seal of said
<orporation and that said instrument was signed and sealed on
hehalf of said corporation by authority of its PRoard of
Q1rectors, and each of whcm acknowledged that the execution of

~ the foregoing instrument was a free act and deed of said
<orporation. :

|
|

i Notary Public

|
[ NOTAIIQIAI.- SEAL}

i
-Ty Conission expires:




ANNEX

L&N'
Description Road Numbers

50 ton 40'6"
box cars,

50 ton 50'6"
box cars,

80 ton open-
top hopper cars,

70 ton 50'6"
box cars,

70 ton 50'6"
box cars,

100 ton 48'e"
box cars, ‘




EXHIBIT B

LEASE OF RAILROAD EQUIPMENT

Dated as of December 1, 1972

betwéen

LOUISVILLE AND NASHVILLE
RAILROAD COMPANY

and

TRUST COMPANY OF GEORGIA,
as Trustee




LEASE OF RAILROAD EQUIPMENT, dated as of
December 1, 1972, between LOUISVIILE AND NASHVILLE
RAILROAD COMPANY (hereinafter called the Lessee)
and TRUST COMPANY OF GEORGIA (hereinafter called
the Lessor) as Trustee under a Trust Agreement
dated as of the date hereof with Liberty National
Bank and Trust Company of Louisville and First
Tennessee Leasing Corporation, as beneficiaries
(hereinafter individually called a Beneficiary and
together the Beneficiaries).

WHEREAS. the Railroad, the lLessor, L & N Investment
Coxrporation (hereinafter called the Builder) and State Mutual
Life Assurance Company of America (hereinafter called the vendor)
have entered into a Reconstruction and Conditional Sale Agreement
dated as of the date hereof (hereinafter called the Security
Documentatlon), wherein the Vendor has agreed to sell to the
Lessor its interest in the railroad equipment described in
Schedule A hereto after it has been reconstructed by the Builder;
and

WHEREAS, the Lessee desires to lease all the units of said
equipment, or such lesser number as are delivered and accepted
and settled for under the Security Documentation on or prior to
the qut -0ff Date (as defined in Article 2 of the Security
Documentation) (such units being hereinafter called the Units),
at the rentals and for the terms and upon the ccnditions
hereinafter provided;

Now, THEREFORE, in consideration of the premises and of the
|[rentdls to be paid and the covenants hereinafter mentioned to be
kept |and performed by the Lessee, the Lessor hereby leases the
Uni+s to the Lessee upon the following terms and ccnditions, but,
upon’default of the Lessee hereunder or under the Security
Documentatlon, subject to all the rights and remedies of the
vVendor under the Security Documentation:

Section 1. leiyg_y and_Acceptance of_Units. The Lessor
will |cause each Unit tc be tendered to the Lessee at the point or
points within the United States of America at which such Unit is
delivered to the Lessor under the Security Documentation. Upon
such tender, the Lessee will cause an authorized representative i
of the Lessee to inspect the same, and if such Unit is found to
be in good order, to accept delivery of such Unit and execute and
dellver to the Lessor and the Builder a certificate of acceptance
and delivery (hereinafter called the Certificate of Delivery),
whereupon such Unit shall be deemed to have been delivered to and
accepted by the Lessee and shall be subject thereafter to all the
|[t2rms and conditions of this Lease.
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Section 2. Rental. The lessee agrees to pay to the Lessor
3S rental for each Unit subject to this Lease 21 consecutive
semiannual payments payable on May 1 and November 1 in each year,
tommencing November 1, 1973 (or if any such date is not a
»usiness day, on the next succeeding business day). The first
such payment shall be in an amount equal to .035814% of the

g rchase Price (as defined in the Security Documentation) of each
Unit for each day elapsed from and including the date such Unit

s settled for under the Security Documentation to November 1,
973.' The remaining payments shall each be in an amount equal to
. 44646% of the Purchase Price of each Unit subject to this
‘easel

The Lessor irrevocably instructs the Lessee to make, and the
lessee agrees to make, all the payments provided for in this
Lleas€|in New York clearing house funds for the account of the
Llessor, care of the Vendor at Account Number 04-5969, The Bank of
New York 48 Wall street, New York, New York 10005, attention of
~ollection Department, for the purpose of and to the extent
necessary to satisfy the obligations of the lessor under the
u-curity Documentation due and payable on, or on the business day
sfter, the date such payments are due hereunder and, so long as
hO event of default (or event which, with notice or lapse of
time, | or both, could constitute an event of default) under the
uecurity Documentation shall have occurred and ke continuing, any
oalance shall be paid by the Lessee to the Lessor (otherwise such
balance shall be paid to the Vvendor).

This Lease is a net lease and the Lessee shall not be
rntitled to any abatement of rent, reduction thereof or setoff
against rent, including, kut not limited to, abatements,
eductions or setoffs due or alleged to be due to, or by reason
of , any past, present or future claims of the Lesse2 against the
essor under this Lease or under the Security Documentation,
ncluding the Lessee's rights by subrogation under Article 7
hereof or the Builder or the Vendor or otherwise; nor, except
AS otherwise expressly provided herein, shall this Lease
erminate, or the respective obligations of the Lessor or the
essee be otherwise affected, by reason of any defect in or
namage to or loss of possession or loss of use or d2struction of
all or any of the Units from whatsoever cause, any liens,
rncumbrances or rights of others with respect to any of the
wnits, the prohibition of or other restriction against Lessee's
se of all or any of the Units, the interference with such use by
any person or entity, the invalidity or unenforceability or lack
of due authorization of this Lease, any insolvency, bankruptcy, .
eorganization or similar proceeding against the Lessee, or for
any other cause whether similar or dissimilar to the foregoing,
any present or future law to the contrary notwithstanding, it
beingl the intention of the parties hereto that the rents and
;otheriamounts payable by the lLessee hereunder shall continue to
be payable in all events in the manner and at the times herein

u

|
|




|
|
i
t
|

| 3

provided unless the obligation to pay the same shall be
1erminated pursuant to the express provisions of this Lease. To
the extent permitted by applicable law, the Lessee hereby waives
any and all rights which it may now have or which at any time
uereafter may be conferred upon it, by statute or otherwise, to
terminate, cancel, quit or surrender the lease of any of the _
its!except in accordance with the express terms hereof.  Each
rental or other payment made by the lLessee hereunder shall be
inal|and the Lessee shall not seek to recover all or any part of
such payment from the lessor for any reason whatsoever.

Sectlon 3. Texrm_of lease. The term of this Lease as to each
nit shall begin on the date of the delivery to and acceptance by
the Lessee of such Unit and, subject to the provisions of
$ections 6 and 9 hereof, shall terminate on the date on which the
inal | semiannual payment of rent in respect thereof is due
1ereunder.

Notw1thstand1ng anything to the contrary contained herein,
all rights and obligations under this Lease and in and to the
Units) upon default by the Lessee hereunder or under the Security
- Documentation in its capacity as guarantor or otherwise, are
subject to the rights of the Vendor under the Security
bocumentation. If an event of default should occur under the
uecurlty Documentation, the Vendor may terminate this Lease (or
lescind its terminatlon), all as provided therein, unless the
lLlessee is not so in default under this Lease or under the
pecurity Documentation (in its capacity as guarantor or
utherw1se). If a Declaration of Default (as defined in the
$ecurity Documentation) should be made under the Security
bocumentation due to an event of default not occasioned by an act
or omission of the Lessee hereunder or not attributable to the
Jessee under the Security Documentation as aforesaid, and if such
neclaratlon of Default shall not have been rescinded by the
"endor within 30 days of the making thereof, or if <the Vendor
‘heretofore has indicated either in writing to the lLessor or the
1essee or by the commencement of the remedies specified under

A ticle 16 of the Security Documentation that it will not rescind
such Declaratlon of Default, the Lessee, without penalty, may
werminate this lease.

Sectlon 4. Identification Marks. The Lessee, 30 long as:
this Lease shall remain in effect, will cause each Unit to be ’
kept numbered with the identifying number set forth in Schedule A
to the Security Documentation and will keep and maintain,
wlain}y, distinctly, permanently and conspicuously marked on each
side of such Unit, in letters not less than one inch in height,
the name of the Vendor followed by the words . "Security Owner" or
wvher;appropriate words designated by the Vendor, with
uppropriate changes thereof and additions thereto as from time to
rime may be required by law in order to protect the title of the
Lessor or the Vendor to such Unit and the rights of the Lessor

|
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der this Lease and of the Vendor under the Security
bocumentation. The lessee will not place any such Unit in
pperation or exercise any control or dominion over ‘the same until
such names and words shall have been so marked on both sides
hereof and will replace promptly any such names and word or
~ordsfwhich may be removed, defaced or destroyed. The Lessee
will not change the identifying number of any Unit except in
accordance with a statement of new identifying numbers to be
substituted therefor, which statement previously shall have bkeen
iled|with the Vendor and the Lessor by the Lessee and filed,
ecorded or deposited by the Lessee in all public offices where
his Lease will have been filed, recorded or deposited.

Eicept as above provided, the Lessee, so long as this Lease
uhalllremain in effect, will not allow the name of any person,
»ssoc;ation or corporation to be placed on the Units as a
designation that might be interpreted as a claim of ownership;
ettered with the names or initials or other insignia customarily
hsed by the Lessee or its affiliates on railroad equipment used
by them of the same or a similar type for convenience of J
dentification of their rights to use the Units as permitted J
indexr | this Lease. : |

S§ction 5. Taxes. All payments to be made by ‘the| Lessee|
hereunder will be free of exrense to the Lessor for collection or
> her'charges'and will be free of expense to the Lessor with
espect to the amount of any local, state, federal or foreign
‘axes](other than any United States federal income itax [and, to
the extent that the Lessor receives credit therefor against its
ited states federal income tax liability, any foreign income
tax] payable by the Lessor in consequence of the receipt of
payments provided herein and other than the aggregate of all
utate[or city income taxes or franchise taxes measured by net
ncome based on such receipts or gross receipts taxes [other than
gross receipts taxes in the nature of sales or use taxes ], up to
the amount of any such taxes which would be payable to the state
and city in which the lLessor has its principal rlace of business
ithoﬁt apportionment to any other state or city, except any such
ax w#ich is in substitution for or relieves the Lessee from the
payment of taxes which it would otherwise ke obligated to pay or
eimbﬁrse as herein provided), assessments or license fees and
any charges, fines or penalties in connection therewith J
hereinafter called impositions) hereafter levied or imposed upon
¢or in|connection with or measured by this Lease or any sale,
ental, use, payment, shipment, delivery or transfer of title
under | the terms hereof or the Security Documentation, all of
'hich}impositions the lessee assumes and agrees to pay on demand
in adqition to the payments to be made by it prcvided for herein.
The Lessee will also pay rromptly all impositions which may be
imposed upon any Unit or for the use or operation thereof or upon
the e?rnings arising therefrom or upon the Lesscr solely by

|
|
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geason of its ownership thereof and will keep at all times all
dnd every part of such Unit free and clear of all impositions
which might in any way affect the title of the lessor or result
in a 11en upon any such Unit; provided, however, that the Lesse=2
ghall | be under no obligation to pay any 1mpositlons so long as it
is contesting in good faith and by appropriate legal proceedlnqs
guch 1mp051tions and the nonpayment thereof does not,, in the
oplnlon of the Lessor, adversely affect the title, property or
zlghts of the Lessor hereunder or under the Security ’
Documentatlon. If any impositions shall have been charged or
']ev1ed against the lLessor directly and paid by the l.essor, the
essee shall reimburse the Lessor on presentation of invoice
hereﬁor. .

5

IA the event that the Lessor shall become obligated to make
ny payment to the Vendor pursuant to Article 5 of the Security
cumentatlon not covered by the foregoing paragraph of this
ection 5, the Lessee shall pay such additional amounts (which
hall also be deemed impositions hereunder) to the lLessor as will
nable the Lessor to fulfill completely its obligations pursuant
o said Article 5a

In the event any reports with respect to 1mpositlons are
equired to be made on the basis of individual Units, the Lessee
i11 either make such reports in such manner as to show the
nterests of the Lessor and the Vendor in such Units or notify
he Lessor and the Vendor of such requirement and make such
eports in such manner as shall be satisfactory to the Lessor and
he Vendor.v :

In the event that, during the continuance of this Lease, the.
essee becomes liable for the payment or reimbursement of any
mp081tions, pursuant to this Section 5, such liability shall
ontinue, notwithstanding the expiration of this Lease, until all
uch impositions are paid or reimbursed by the lessece.

_ SectiOn 6. Payment for Casualty Occurrences. In the event
hat any Unit shall be or become worn out, lost, stolen,

estroyed or, in the opinion of the lessee, irreparably damaged,
rom any cause whatsoever, or taken or requisitioned by
ondemnation or otherwise (each such occurrence being hereinafter
alled a Casualty Occurrence) during the term of this Lease, the
essee shall, within ten days after it shall have determined that
uch Unit has suffered a Casualty Occurrence, fully notify the
essor and the Vendor in writing with respect thereto.
otwithstandlng any such Casualty Occurrence, the Lessee shall
ontinue making all payments provided for in this Lease in

espect of such Unit until the May 1 next succeeding such notice.
n such date the Lessee shall pay to the Lessor an amount equal

o the accrued rental for such Unit to the date of such payment
lus a sum equal to the Casualty Value (as hereinafter defined)

f such Unit as of such May 1 in accordance with the schedule set

'
'
|
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out below. Upon the making of such payment by the lLessee in
1eSpect of any Unit, the rental for such Unit shall cease to
accrue as of the date of such payment, the term of ihis Lease as
to such Unit shall terminate and (except in the case of the loss,
theft|or complete destruction of such Unit) the Lessor shall be
entitled to recover possession of such Unit. The Lessor hereby

p01nts the Lessee its agent, to dispose of any Unit suffering a
asualty Occurrence or any component thereof, at the best price
b+a1nab1e on an "as is, where is" basis. Provided that the
°ssee has previously paid the Casualty Value to the Lessor, the
-essee shall be entitled to the proceeds of such sale to the
xtent they do not exceed the Casualty Value of such Unit, and
hallfpay any excess to the Lessor.

The Casualty Value of each Unit shall be determined by
ultiplying the Purchase Price of such Unit by the agplicable
rcentages set forth opposite each date in the following
chedule:

ental Percentage Rental Percentage

ayment of Purchase Payment of Purchase
ate Price ____ Date __ Price ____

ay 1, 1974 104.1613% May 1, 1980 53.0270%

ay 1, 1975 ‘ 98.5166 May 1, 1981 47.0885

ay 1, 1976 90.7555 May 1, 1982 31.7248

ay 1, 1977 85.9628 May 1, 1983 20.7198

ay 1, 1978 73.0583 May 1, 1984,

ay 1, 1979 =~ 67.6813 - and thereafter 15.0000

Except as hereinabove in this Section 6 provided, the Lessee
Fhall) not be released from its obligations hereunder in the event
bE, and shall bear the risk of, any Casualty Occurrence to any
nit after delivery to and acceptance thereof by the Lessee
hereunder.

|

Section 7. Annual_ Reports. On or before March 31 in each
year,!commenc1ng with the calendar year which begins after the
=xpirat10n of 180 days after the date of this lLease, the Lessee
will cause to be furnished to the Lessor and the Vendor an
accurate statement, as of the preceding December 31, (a) showing
Lhe amount, descriptlon and numbers of the Units then leased,
hereunder and/or covered by the Security Documentation, the
amount, description and number of all Units that may have
suffered a Casualty Occurrence during the preceding 12 months (or
since,the date of this Lease in the case of the first such
statement) and such other information regarding the condition and

state;of repair of the Units as the lessor or the Vendor may

reasonably request, and (b) stating that, in the case of all
Unltsirepalnted or repaired during the period covered by such

|
|
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:tatement, the markings required by Section 4 hereof and Article
0 of Fhe Security Documentation shall have been preserved or
replaced. The lessor shall have the right at its sole cost, risk
hnd expense, by its authorized representatives, to inspect the
bnits| and the Lessee's records with respect thereto, at such
times as shall reasonably be necessary to confirm o the Lessor
Lhe existence and proper maintenance of the Units durlng the
rontinuance of this Lease. :

section 8. Disclaimer of Warranties; Compliance with Laws
pnd Rules; Maintenance; and Indemnification. The Lessor makes no
parranty or representation, either express or implied, as to the
desigg or condition of, or as to guality of the material,
_gulgment or workmanship in, the Units delivered to the Lessee

Fitness of the Unlts for g_x g__tlcular gurpose or as to title to
khe Units or any component thereof, it being agreed that all such
rlsks' as between the lessor and the Lessee, are to be borne by
the lessee. The Lessee's acceptance of delivery of the Units
:hall)be conclusive evidence as between the lLessee and +he Lessor
that all Units described in the Certificate of Celivery are in
11 the foreqgoing respects satisfactory to the lessee and the
Lessee will not assert any claim of any nature whatsoever against
the lessor based on any of the foregoing matters

The Lessee agrees, for the benefit of the Lessor and the
Jendor, to comply in all respects with all laws of the
3urlsdictions in which the Units may be operated, with the inter-
change rules of the Association of American Railroads, if
applicable, and with all lawful rules of the Federal Railroad
hdministration and the Interstate Commerce Commission and any
3ther’leglslative, executive, administrative or judicial body
xerc1sing any power or jurisdiction over the Units. 1In the
vent| that such laws or rules require the alteration of the Units
¥ in| case any equipment or appliance on any such Unit shall be
equired to be changed or replaced, or in case any additional or
therlequlpment or appliance is required to be installed on such
nit 1n order to comply with such laws and rules, the Lessee
greee to make such alterations, changes, additions and
eplacements at its own expense; and the Lessee agrees at its own
-xpense to use, maintain and operate such Unit in full compliance
with such laws and rules so long as it is subject to this Lease;:
_grgy;ggg however, that the lessee may, in good faith, contest
Ehe validlty or application of any such law or rule in any
reasonable manner which dces not, in the opinion of the Lessor or
Fhe Vendor, adversely affect the property or rights of the Lessor
bY the Vendor hereunder or under the Security Documentation.

The Lessee agrees that, at its own cost and expense, it will
maintain and keep each Unit which is subject to this Lease in

good order and repair.
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Any and all additions to any Unit and any and all pazrxts
1nstalled on or replacements made to any Unit shall be considered
accessions to such Unit and, et the cost and expense of the
Lessée, full ownership thereof free of any lien, charge, security
interest or encumbrance (except for those created by the Security
Documentation) shall immediately be vested in the lLessor and the
Vendor as their respective interests appear in the Unit itself.

The lLessee agrees to indemnify, protect and hold harmless the
Lessor and the Vendor from and against all losses, damages,
1njuries, liabilities, claims and demands whatsoever, regardless
of the cause thereof, and expenses in connection therewith,
1ncluding, ‘but not llmited to, counsel fees and expenses, patent
11abf11t1es, penalties and interest, arising cut of or as the
result of the entering into or the performance of the Security
Documentation or this lease, the ownership of any Unit, the
orderlng, acquisition, use, operation, condition, purchase,
delivery, rejection, storage or return of any Unit or any
acc1dent in connection with the operation, use, condition, 4
possession, storage or return of any Unit resulting iq damage; to
prOperty or injury or death to any person. .

7
¢

The Lessee agrees to prepare and deliver to the Lessor within
a reasonable time prior to the required date of filing (or, to
the extent permissible, file on behalf of the Lessor) any and all
reports (other than income tax returns) to be filed by the Lessor
w1th|any federal, state or other regulatory authority Lty reason
of the ownership by the Lessor or the Vendor of the Units or the

leaslng thereof to the Lessee.

éectlon 9. Default. 1If, during the continuance of this
Lease, one or more of the following events (hereinafter sometlmes
called Events of Default) shall occur:
g A. default shall be made in the payment of any part of
the rental provided in Section 2 hereof and such default ‘

shall continue for ten days;

B. the Lessee shall make or permit any unauthorized
assignment or transfer of this Lease or of possession of the
?nlts, or any thereof;

f C. default shall be made in the observance or per-
formance of any other of the covenants, conditions and
agreements on the part of the lLessee contained herein or in
the Security Documentation and such default shall continue
for 30 days after written notice from the Lessor to the
Lessee specifying the default and demanding that the same be
remedied;

D. a petition for reorganizaticn under Section 77 of
the Bankruptcy Act, as now constituted or as said Section 77
may hereafter be amended, shall be filed by or against the
Lessee and, unless such petltlon shall have been dlsmlssed
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nulllfled stayed or otherwise rendered ineffeciive (but then
only so long as such stay shall continue in force or such
ineffectiveness shall continue), all the obligations of the
Lessee under the Security Documentation and this Lease shall
not have been duly assumed in writing, pursuant to a court
order or decree, by a trustee or trustees arpointed in such
proceedlngs (wvhether or not subject to ratification) in such
manner that such obligations shall have the same status as
obllgatlons incurred by such trustee or trustees, within 30
days after such appointment, if any, or 60 days after such
petltion shall have been filed, whichever shall be earlier;

} E. any other proceedings shall be commenced by or

against the Lessee under any bankruptcy or insolvency laws,
or laws relating to the relief of debtors, readjustments of
1ndebtedness, reorganizations, arrangements, compositions or
extensions (other than a law which does not permit any
read]ustments of the obligations of the lLessee hereunder or
under the Security Documentation), and unless such
proceedlngs shall have been dismissed, nullified, stayed or
otherwise rendered ineffective (but then only so long as such
stay shall continue in force or such ineffectiveness shall
continue), all the obligations of the Lessee under this Lease
and under the Security Documentation shall not have been duly
assumed in writing, pursuant to a court order or decree, by a
trustee or trustees or receiver or receivers appo1nted for
the Lessee or for the property of the lessee in connection
w1th any such proceedings in such manner that such
obl1gat10ns shall have the same status as okligations
incurred by such a trustee or trustees or receiver or
receivers, within 30 days after such appointment., if any, or
60 days after such proceedings shall have been commenced,
whichever shall ke earlier;

l

fhen,}in any such case, the lessor, at its option, mnay:

|

| (a) proceed by arpropriate court action or actions
either at law or in equity, to enforce perfcrmance by the
Lessee of the applicakle covenants of this lease or to
recover damages for the kreach thereof; or

! (b) by notice in writing to the lessee terminate this
Lease, whereupon all rights of the Lessee to the use of the
Units shall absolutely cease and determine as though this
Lease had never been made, but the Lessee shall remain liable
as hereinafter provided; and thereupon the lessor may by its
agents enter upon the premises of the Lessee or other
premises where any of the Units may be and take possession of
all or any of such Units and thenceforth hold, possess and
en]oy the same free from any right of the Lessee, or its
successors or assigns, to use the Units for any purposes
whatever but the Lessor shall, nevertheless, have a right to

|
|
|
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recover from the Lessee any and all amounts which under the
terms of this Lease may be then due or which may have accrued
to the date of such termination (computing the rental for any
rramber of days less than a full rental period by multiplying
the rental for such full rental period by a fraction of which
the numerator is such number of days and the denominator is
the total number of days in such full rental period) and also
to recover forthwith from the Lessee (i) as damages for loss
of +he bargain and not as a penalty, a sum, with respect to
each Unit, which represents the excess of (x) the present
value, at the time of such termination, of the entire unpaid
balance of all rentals for such Unit which would otherwise
have accrued hereunder from the date of such termination to
the end of the term of this Lease as to such Unit over (y)
the then present value of the rentals which the Lessor
reasonably estimates to be oktainable for the Unit during
such period, such present value to be computed in each case
on a basis of 7 3/4% rper annum discount, compounded semi-
annually from the respective dates upon which rentals would
have been payable hereunder had this Lease not been
te*mlnated and (1i) an amount which, after (a) deduction of
all taxes required to be paid by the Lessor in respect of the
recelpt thereof under the laws of the United States or any
political subdivision thereof, calculated on the assumption
that the Lessor's federal, state and local taxes computed by
reference to net income or excess profits are based on the
highest corporate Federal, state and local income tax and/or
excess profit tax rates, including therein the effect of any
applicable surtax, surcharge and/or other tax or charge
related thereto, and computing any such Federal tax by
deducting 48% of the amount of any such state and local tax
(such rates as so calculated being hereinafter in this Lease.
called the Assumed Rates) and (B) taking into account the
effect to the Lessor of any increased rentals theretofore
pald or then determined to be payable pursuant ‘o Section 14
hereof, shall be equal to any portion of the Investment
Credlt (as defined in Section 14 hereof), lost, not claimed,
not available for claim, disallowed or recaptured by or from
the Lessor as a result of the breach of one or more of the
representations, warranties and covenants made by the Lessee
in this Lease or the sale or other disposition of the
Lessor's interest in any Unit after the occurrence of an
Event of Default plus such sum, as in the reasonable opinion
of the lLessor, will cause the Lessor's net return (taxes
being calculated at the Assumed Rates) under this lLease to be
equal to the net return (taxes being calculated at the
Assumed Rates) that would have been available to the Lessor
if it had been entitled to utilization of all or such portion
of the Depreciation Deductions and Interest Deductions (both
as defined in Section 14 hereof) which were lost, not:
claimed, not available for claim, disallowed or recaptured in
respect of a Unit as a result of the breach of one or more of
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the representations, warranties and covenants made by the
Lessee in this Lease, the termination of this Lease, the
Lessee s loss of the right to use such Unit, any action or
inaction by the Lessor or the sale or othar disposition of
the lessor's interest in such Unit after the occurrence of an
Event of Default; and (iii) all amounts, other than rentals,
payable by the lessee under any provision of this Lease and
all damages and expenses, including reasonakle attorneys!
fees in addition thereto which the Lessor shall have (
sustained by reason of the breach of one or more of the
representations, warranties and covenants (cther than the
covenant to pay rentals) made by the Lessee in this Lease;
(and from time to time after the date of such termination the
Lessor may recover from the Lessee any and all additional
such amounts, damages and expenses which may be payable by
however‘ that damages payable under clauses (i) and (11) of
this paragraph shall be in lieu of all other damages in
respect of rentals and the loss of tax benefits payable
pursuant to thls Section 9(b).

The remedies in this Lease provided in favor of the Lessor
shall not be deemed exclusive, but shall be cumulative, and shall
be in addition to all cther remedies in its favor existing at law
or in equity. The lLessee hereby waives any mandatcry
requirements of law, now or hereafter in effect, which mlght
11m1t or modlfy the remedies herein provided, to the extent that
such walver is permitted ky law. The Lessee hereby waives any
and all existing or future claims to any offset against the
rental payments due hereunder, and agrees to make rental payments

regardless of .any offset or claim which may be asserted by the

Lessee or on its behalf.

I
The failure of the Lessor to exercise the rights granted it
hereunder upon the occurrence of any of the contingencies set
forth herein shall not constitute a waiver of any such right upon
the continuation or recurrence of any such contingencies or
31m11ar contingencies.
I

%ection 10. Return of_ Unlts Upon Default. If this Lease
shall terminate pursuant to section 9 hereof the l.essee shall
forthw;th deliver possession of the Units to the Lessor. For the
purpose of delivering possession of any Unit or Units to the

|Lessor as above required, the Lessee shall at its own cost,

expense and risk:

)
|

A. forthwith place such Units upon such storage tracks
of the Lessee as the lessor reasonably may designate,

i
i
b
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f B. permit the Lessor to store such Units on such tracks
at the risk of the Lessee until such Units have been sold,
1eased_or otherwise disposed of by the Lessor, and

i C. transport the same to any place on the lines of
railroad operated by it or any of its affiliates or to any
connectlng carrier for shipment, all as directed by the
Lessor.

'he assembllng, delivery, storage and transporting of the Units
as hereinbefore provided shall be at the expense and risk of the
lessee and are of the essence of this Lease, and upon application
to any court of equity having jurisdiction in the premises the
lessor shall be entitled to a decree against the Lessee requiring
pec1f1c performance of the covenants of the Lessee so to
ssemble, deliver, store and transport the Units. During any
ftorage period, the lLessee will permit the Lesscr or any person
ue31qnated by it, including the authorized representative or
-epresentatives of any prospective purchaser of any such Unit, to
nspect the same; provided, however, that the Lessee shall not be
iable, except in the case of negligence of the Lessee or of its
mployees or agents, for any injury to, or the death of, any
person exercising, either on behalf of the Lessor or any :
urospectlve purchaser, the rights of inspection granted under
this sentence.

W1thout in any way limiting the obligation of the Lessee
inder | the foregoing provisions of this Section 10, the Lessee
rereby irrevocably appoints the Lessor as the agent and attorney-
n-fact of the Lessee, with full power and authority, at any time
hile|the Lessee is obligated to deliver possession of any Unit
to the Lessor, to demand and take possession of such Unit in the.
hame and on behalf of the Lessee from whomscever shall be in
possession of such Unit at the time.

|
Section 11. Assignment; Possession and Use. This Lease
shall be assignable in whole or in part by the Lessor without the
tonsent of the Lessee, but the Lessee shall be under no
pbligation to any assignee of the Lessor excert upon written
hotice of such assignment from the Lessor. All the rights of the
lessor hereunder (including, but not limited to, the rights under
sections 5, 6, 9 and 14) shall inure to the benefit of the
:eneficiaries and of the lLessort's assigns. Whenever the term
Llessoy is used in this Lease it shall apply and refer to the
peneficiaries and to each such assignee of the Lessor and, where
he context so requires (including but not limited to certain of
he provisions of Section 9 and all of the provisions of Section
4y, shall refer only to the Beneficiaries or such assignees.

SO long as the lessee shall not be in default under this
ease or under the Security Documentation, the Lessee shall be
rntit}ed to the possession and use of the Units in accordance

|
|
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with the terms of this Lease and the Security Documentation, but,
without the prior written consent of the Lessor, the Lessee shall
not assign or transfer its leasehold interest under this Lease in
the Units or any of them. The Lessee, at its own expense, will
promptly pay or discharge or caase to be duly discharged any
lien, charge, security interest or other encumbrance (other than
an encumbrance created by the Lessor or the Vendor after the date
hereof or resulting from claims against the Lessor or the Vendor
not related to the ownership of the Units) which may at any time
be imposed on or with respect to any Unit, including any
accession thereto or the interests of the lessor, the Vendor or
the Lessee therein. The lLessee shall not, without the prior
written consent of the Lessor, part with the possession or
control of, or suffer or allow to pass out of its possession or
control, any of the Units, except to the extent permitted by the
provisions of the next succeeding paragraph hereof.

So long as the Lessee shall not be in default under this
Tease or under the Security Documentation, the lessee shall be
entitled to the possession of the Units and to the use thereof by
it or any affiliate upon lines of railroad owned or operated by
it or any such affiliate or upon the lines of railroad over which
Ehe Lessee or ‘any such affiliate has trackage or other operating
rights or over which railroad equipment of the Lessee or any such
affiliate is regularly operated pursuant to contract, and also to
permit the use of the Units upon connecting and other carriers in
the usual interchange of traffic and equipment, but only upon and
subject to all the terms and conditions of this Lease, including
the last paragraph of this Section 11, and the Security
Documentation. The Lessee may receive and retain compensation
for such use from other railroads so using any of the Units.
Nothing in this Section 11 shall be deemed to restrict the
.right of the Lessee to assign or transfer its leasehold interest
pnder this Lease in the Units or possession of the Units to any
corporation with which the Lessee is now affiliated (which shall
have duly assumed the obligations of the lLessee hereunder and
inder the Security Documentation) into or with which the Lessee
shall have become merged or consolidated or which shall have
hcquired the railroad properties of the Lessee as an entirety or
substantially as an entirety, provided that such assignee or
transferee will not, upon the effectiveness of such merger or
ronsolidation, be in default under any provision of this Lease.

The Lessee agrees that during the term of this lLease, it will
not assign any Unit to service involving the regqular operation
nd maintenance thereof outside the United States of America.

Section 12. Return of Units upon Expiration of Term; Renewal
tion; Right of First Refusal. The Lessor intends <o retain the
nits for re-lease at the expiration of the term of this Lease.
S soon as practicable on or after the expiration of the term of
this Lease with respect to any Unit but in any eveni not later
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than 90 days after such expiration, the Lessee will, at its own
tost and expense, at the request of the Lessor, deliver
posses51on of such Unit tc the lessor upon such storage tracks of
khe Lessee as the Lessee may designate and rermit the Lessor to
Etore, such Unit on such tracks for a period not exceeding three
onths and transport the same, at any time within such three-
onth period, to any reasonable place on the lines of railroad
perated by the lLessee as directed by the Lessor, the movement
nd storage of such Unit to be at the expense and risk of the
essee. During any such storage period the lessee will permit
he lessor or any person designated by it, including the
uthorized representative or representatives of any prospective
urchaser of any Unit, to inspect the same; provided, however,
hat the Lessee shall not be liable, except in the case of
egligence of the lLessee or of its employees or agents, for any
njury to, or the death of, any person exercising, =ither on
ehalf’ of the Lessor or any prospective purchaser, the rights of
nspection granted under this sentence. The assembling,

elivery, storage and transporting of the Units as hereinbefore
rovided are of the essence of this lease, and upon application
o any court of equity having jurisdiction in the premises, the
essor shall be entitled to a decree against the Lessee requiring
pecific performance of the covenants of the Lessee so to
ssemble, deliver, store and transport the Units. The Lessee
hall advise the Lessor of the Units, if any, which have suffered
Casualty Occurrence as of the expiration of the Lease and if
he Lessor shall elect to abandon any Unit which has suffered a
asualty Occurrence or which within three months after the
xpiratlon of this Lease the Lessor shall elect to abandon, it
ay deliver written notice to such effect to the Lessee and the
essee shall thereupon assume and hold the Lessor harmless from
11 liability arising in respect of any responsibility of
wnership thereof, from and after receipt of such notice. The
essor shall execute and deliver to the lessee a bill of sale or
ills of sale transferring to the Lessee, or upon its order, the
essor's title to and property in any Unit abandoned by it
ursuant to the immediately preceding sentence. The Lessee shall
ave no 11abllity to the lessor in respect of any Unit so

owever, that the foregoing clause shall not in any way relleve
he Lessee of its obligations pursuant to Section 6 hereof to
ake payments equal to the Casualty Value of any Unit
xperiencing a Casualty Occurrence during the term of this Lease.

o

Provided that this Lease has not been earlier terminated and
he Lessee is not in default hereunder, the Lessee may elect, by
Iritten notice delivered to the lessor not less than six months
rior to the end of the original term of this Lease or any
xtended term hereof, to extend the term of this lease in respect
f all, but not fewer than all, the Units covered by this lLease
t the end of each term for additional one~-year perijiods, provided
hat no such extended term shall extend beyond November 1, 1985,

o or s o
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at airental payable in semiannual payments, in an amount equal to
the “Fair Market Rental® of such Units as of the ccmmencement of
such extended term, such semiannual payments to be made on May 1
and November 1 in each year of the applicakle extended term.

Fair Market Rental shall be determined on the basis of, and
shall be equal in amount to, the value which would obtain in an
arm!s-length transaction between an informed and willing lessee
(other than (i) a lessee currently in possession or (ii) a used
equipment dealer) and an informed and willing lesscr under no
compulsion to lease and, in such determination, costs of removal
from the location of current use shall not be a deduction from
such value.

! '
If on or before four months prior to the expiration of any
Ferm bf this Lease, the Lessor and the Lessee are unable to agree
hpon a determination of the Fair Market Rental cf the Units, such
ralue' shall be determined in accordance with the foregoing
ieflnltions by a qualified independent Appraiser. The term
pprraiser shall mean such independent appraiser as the Lessor and
the Lessee may mutually agree upon, or, failing such agreement, a
banel! of three independent appraisers, one of whom shall be
selected by the Lessor, the second by the lessee and the third
esignated by the first two so selected. The Agpgraiser shall be
nstructed to make such determination within a period of 30 days
ollowing appointment, and shall promptly communicate such
etermination in writing to the lLessor and the Lessee. The
etermination so made shall be conclusively binding upon both the
essor and the Lessee. The expenses and fee of the Appraiser
hall ibe borne by the lessee.

The Lessor agrees that (provided no default hereunder shall
ave occurred and be continuing) it will not sell such Units, or
ne of them, unless the Lessor shall have given the Lessee at
east 30 business day's prioxr written notice of such sale,
pe01fying the sale price and terms of such sale, and the Lessee
hallihave had the opportunity to purchase such Unit or Units at
he same price and on the same terms as specified in such notice.

0 In b

Section 13. Opinion of Coungel. On each Closing Date (as
efined in the Security Documentation), the Lessee will deliver
o the Lessor two counterrarts of the written opinion of counsel
or the Lessee, addressed to the Lessor and the vendor, in scope
nd substance satisfactory to the Lessor, the Vendor and their
espective counsel, to the effect that:

R Hh b O

A. the Lessee is a corporation legally incorpoxatnd, validly
xisting and in good standing under the laws of its state of
ncorporation (specifying the same), with adequate corporate -
ower to enter into the Security Documentation and this Lease;

o BN N 1))
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B. the Security Documentation and this Lease have keen duly
authorized, executed and delivered by the Lessee and constitute a
valid, 1ega1 and binding agreement of the lessee, enforceable in
accordance with their terms;

C. the Security Documentation and this Lease have been duly
filed and recorded with the Interstate Commerce Commission
pursuant to Section 20c of the Interstate Commerce Act; and such
filing, recording and deposit will protect the Vendor's and the
lessor's interests in and to the Units and no filing, recording
or deposit (or giving of notice) with any other federal, state or
local government is necessary in order to protect the interests
of the Vendor and the lLessor in and to the Units;

D. no approval is required from any public reqgulatory body
with respect to the entering into or performance of: the Security
Cocumentation or this lLease;

E. the entering into and performance of the Security
Documentation or this Lease will not result in any breach of, or
constitute a default underxr, any indenture, mortgage, deed of
krust, bank loan or credit agreement or other agreement or
instrument to which the Lessee is a party or . by which it may be
30und- and

F. no mortgage, deed of trust, or other lien of any nature
hatsoever which now covexrs or affects, or which may hereafter
over or affect, any property or interests therein of the lesses2,
ow attaches or hereafter will attach to the Units or in any
annexr affects or will affect adversely the Vendor's or the
essor's right, title and interest therein.

Section 14. Federal Income Taxes. The Lessor, as the owner

f each Unit, shall ke entitled to such deductions, credits or
ther ‘benefits as are provided by the Code (as defined in Section

of this Lease), to an owner of property, including (without
imitation) an allowance for the 7% investment credit
ttributable to the reconstructed basis of the equipment -
hereinafter called the Investment Credit) and the depreciation
eduction authorized with respect to a unit under Section 167 of
he Code utilizing the "'class lives" and "asset depreciation
anges" prescribed in accordance with Section 167 (m) of the Code
or an asset described in Asset Guideline Code No. 40.21 as
escribed in Revenue Procedure 72-10, 1972, IRB8 (hereinafter
alled the Depreciation Deduction) with respect to the Units.

The Lessee agrees that neither it nor any corporation
ontrolled by it, in contrxol of it, or under common control with
, directly or indirectly, will at any time during the term of
is Lease or any extended term thereof take any action or filie
any returns or other documents inconsistent with the foregoing
and that each of such corrorations will file such returns, take
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such action and execute such documents, and keep and make
available for inspection and copying by the Lessor such records,
as may ke reasonable and necessary to facilitate accomplishment
of the intent hereof. -

The Lessee represents and warrants that (i) none of the
portion of the basis of the Units attributable to reconstruction
constitutes property, the construction, reconstruction or
erection of which was begun before April 1, 1971; (ii) at the
. jtime the Lessor becomes the Owner of the Units, that portion of
the Purchase Price of the Units attributable to reconstruction
(such amount being the Purchase Price of the Units less that
portion therecf attributable to the Hulks as specified in
Schedule A to the Security Documentation) will qualify as "new
Section 38 property" within the meaning of Section 48(b) of the
Code;' (1ii) at the time the lessor becomes the cwner of the
nits, that portion of the basis of the Units attributable to
reconstruction will not have been used by any person so as to
preclude "the original use of such property" within the meaning
pf Section 48(b) and 167 (c) (2) of the Code frcm commencing with
the Lessor; (iv) at the time the Lessor becomes the owner of the
nits, no investment credit, depreciation or other tax benefits
i11 have been claimed by any person with resgect to the portion
bf the basis of the Units attributable to reconstruction; and (v)
t all times during the term of this Lease, that portion of the
asis of the Units attributable to reconstructicn will constitute
Section 38 rrorerty" within the meaning of Section 48 (a) of the
¢ode. | .

If for any reason (including the inaccuracy in law or fact of
the assumptions set forth above or the repeal, modification,
amendment or other change of or to any law or any regulation
issued thereunder or any other reason, whether similar or
dissimilar to the foregoing, except as a direct result of the
dccurrence of any Excluded Event set forth below) prior to the
Iessor's obtaining a favorable ruling (hereinafter called the
uling) from the Internal Revenue Service as to the lLessor's

ing the owner of the Units and as to the Lessor's right to
laim the Investment Credit, the Depreciation Deductions (without
eferénce to the asset depreciation period) and the interest
2ductions with respect to interest payments made pursuant to the
ecurity Documentation in accordance with, and subject to the -
imitations contained in, Section 163 of the Code (hereinafter
nlled the Interest Deduction), the Lessor shall lose, or shall
pt have, or shall lose the right to claim, or shall suffer a
isallowance of or shall be required to recapture, all or any
brtion of the Investment Credit, the Depreciation Deductions, or
ne Interest Deduction (hereinafter each called a Benefit) with
pspect to all or part of any Unit, then the rental rate
bplicable to such Unit set forth in Section 2 of this Lease
hall, on and after the next succeeding rental payment date after
wYitten notice to the Lessee by the Lessor that such Benefit has

i

merf'UQJSOI—'U)QJ
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not been claimed, or (if claimed and then disallowed or required
to be recaptured) on and after the next succeeding rental date
after payment of the tax attributable thereto, ke increased by
such .amount for such Unit which, in the reasonakle opinion of the
Lessor, will cause the lessor's net return in respect to such
Unit under this Lease to equal the net return in respect of such
Unit under this Lease that would have been available if the
Lessor had been entitled to utilization of all or swuch portion of
the Benefit which was not claimed or was disallcwed or required
to be recaptured, and the Lessee shall forthwith pay to the
Lessor ‘the amount of any interest which may be assessed by the
United States against the Lessor attributable to the
disallowance, recapture or loss of all or any portion of the
Benefit; provided, however, that such rental rate shall not be so
increased if the lessor shall have lost, or shall not have, or
shall have lost the right to claim, or shall have suffered a
disallowance of, or shall have been required to recapture all or
any portion of any Benefit with respect to all or part of such
Unit as a direct result of the occurrence of any of the following
events (herelnafter called Exclud=d Events):

(i) a Casualty Occurrence with respect to such Unit, if
the Lessee shall have paid to the Lessor the amounts '
stipulated under Section 6 hereof;

(ii) a voluntary transfer or other voluntary disposition
by the Lessor of any interest in such Unit (except the
transfer or disposition contemplated by the Transfer
Agreement or the subjection of the Units to the Security
Documentation) or the voluntary reduction by the Lessor of
its interest in the rentals from such Unit under the Lease
(except as provided in Section 2 hereof) unless, in each
case, an Event of Default shall have occurred and be
continuing;

(1ii) the amendment either of the Hulk Purchase
Agreement, the Transfer Agreement (as such documents are
defined in the Security Documentation) or the Security
Documentation without the prior written consent of the
Lessee;

(iv) the failure of the Lessor to claim the Investment
Credit, the Depreciation Deductions or the Interest
Deduction, as applicakle, in its federal income tax return
for the appropriate year or the failure of the lLessor to
follow proper procedure in claiming any Benefit; or

(v) the failure of the Lessor to have sufficient
liability for tax against which to credit such Investment
Credit or sufficient income to benefit from the Depreciation
Deductions or the Interest Deduction, as applicable.
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The Lessor agrees that it will apply for and diligently seek
the Ruling. .

Anything to the contrary in this Section 14 notwithstanding,
the Lessee understands that the rental rate provided in Sectlon 2
hereof has been calculated on the basis of Depreciation
Deductions in respect to the Units being available on the basis
of an 11-year life on one of the accelerated methods of
depreciation provided in Section 167(b) of the code. If such
Depreciation Deductions are disallowed at any time because such
ieductions may only be taken on the basis of a 12-year life, the
rental rate for the Units set forth in Section 2 hereof shall, on
the next succeeding rental payment date after written notice to
Lhe Lessee by the Lessor of such fact, be increased to such
amount as shall, in the reasonable opinion of the Lessor, equal
the net return that would have been realized by the Lessor if the
[essor had been entitled to utilize such 11-year l1life as
Histinguished from a 12-year life and the Lessee shall forthwith
pay to the Lessor as additional rental the amount of any interest
hat may be assessed by the United States against the Lessor
ttributable to the utilization of such 11-year life as
istinguished from a2 12-year life.

The Lessor agrees that if, in the opinion of Lessee's
ndependent tax counsel (herein referred to as Counsel), a bona
ide claim to all or a portion of any Benefit (with respect to
art or all of any Unit) exists in respect of which the Lessee is
equired to pay increased rental and interest as aforesaid to the
essor as above provided, the Lessor shall, upon request and at
he expense of the Lessee, take all such legal cr ofher
ppropriate action deemed reasonable by Counsel in order to
ustain such claim. The Lessor may take such action prior to
aking payment pursuant to a notice of disallowance or may make
uch payment and then sue for a refund. 1In the latter event, if
he final determination shall be adverse to the lessior, the
ssee shall pay to the Lessor interest on the amount of the tax
nd interest paid attributable to the Benefit disallowed,
equired to be recaptured or lost, which interest shall be
omputed at the rate of 7 3/4% per annum from the date of payment

such tax and interest to the date the Lessee shall reimburse

e Lessor for such tax and interest in accordance with the
ovisions of this Section 14. The Lessor shall not be obligated
take any such legal or other appropriate action unless the
ssee shall first have indemnified the Lessor for all

abilities and expenses which may be entailed therein and shall
ve furnished the Lessor with such reasonable security therefor
5 may be requested.

o U Nl

Section 15. Recording; Expenses. The Lessee will cause this
Lease, the Security Documentation and any assignment hereof or
thereof to be filed and recorded with the Interstate Commerce
cpmmission in accordance with Section 20c of the Interstate
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Ccommerce Act. The Lessee will undertake the filing, recording
and depositing and refiling, re-recording and redepositing
;equired of the Lessor under the Security Documentation and will
from time to time do and perform any other act and will execurte,
acknowledge, deliver, file, register, record and deposit (and
will refile, re-register, re-record or redeposit whenever
required) any and all further instruments required by law or
reasonably requested by the lLessor or the Vendor for the purpose
bf proper protection, to their satisfaction, of the Vendor's and
the lessor's respective interests in the Units, or for the-
pburpose of carrying out the intention of this Lease or the
Security Documentation; and the lessee will promptly furnish to
the Vendor and the Lessor evidences of all such filing,
registering, recording or depositing, and an opinion or opinions
bf counsel for the lessee with respect thereto satisfactory to
the Vendor and the lessor. This Lease and the Security
pocumentation shall be filed and recordad with the Interstate
Commerce Commission prior to the delivery and acceptance '
hereunder of any Unit.

The Lessor will pay or cause to ke paid the reasonable costs
And expenses involved in the preparation and printing of this
,ease and the Lessee will pay the reasonable costs and expenses
involved in the recording of this Lease. The Lessor and the
lessee will each bear the respective fees and disbu;sements, if
iny, of their respective counsel.

O3ttt _fute }=i

Section 16. Interest on_Overdue Rentals. Anything to the
rontrary herein contained notwithstanding, any nonpayment of
fentals and other obligations when due hereunder shall result in
he obligation on the part of the Lessee promptly to pay also an
mount equal to 8 3/4% per annum of the overdue rentals for the
eriod of time during which they are overdue.

Lo W TP 3 - YN

Section 17. Notices. Any notice required or permitted to be
iven by either party hereto to the other shall ke deemed to have
een given when deposited in the United states certified mails,
irst-class postage prepaid, addressed as follows:

[ o llle)

if to the Lessor, at P.O. Drawer 4625 v
| . Atlanta, Georgia 30302

if to the Lessee, at 908 West Broadway
Louisville, Kentucky 40201

ar addressed to either party at such other address as such party
shall hereafter furnish to the other party in writing.

Section 18. Severability; Effect and Modification of Lease.
Any provision of this lease which is prohibited or unenforceable
in any jurisdiction, shall be, as to such jurisdiction,
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ineffective to the extent of such prohibition or urienforceability
without invalidating the remaining prov1sions herecf, and any
such prohibition or unenforceability in any 3urisd1ctlon shall
not invalidate or render unenforceable such provision in any
octher jurisdiction..

This Lease exclusively and completely states the rights of
the Lessor and the Lessee with respect to the leasing of the
Units and supersedes all cther agreements, oral or written, with
respect thereto. No variation or modification of this Leasge and
no waiver of any of its provisions or conditions shall be valid
unless in writing and signed by duly authorized officers of the
.essor and the Lessee.

Section 19. Execution. This Lease may be executed in
ﬁeveral counterparts, such counterparts together constituting but
ne and the same instrument, but the counterpart delivered to the
Vendor shall be deemed to be the original counterpart. Although
rhis Lease is dated as of the date first set forth above for
~onvenience,'the actual date or Gdates of execution hereof by the
barties hereto is or are, respectively, the date or dates stated
in the acknowledgments hereto annexed. :

hall be entitled to all rights conferred by Sectlon 20c of the
Interstate Commerce Act.

IN WITNESS WHEREOF, the parties hereto, each pursuant to due
forporate authority, have caused this instrument to be executed
n their respective corporate names by duly authorized officers,
ind their respective corporate seals to be hereunto affixed and
july attested, all as of the date first above written.

nﬂlL‘I\

TRUST COMPANY OF GEORGIA,
as Trustee,

Corporate Seall]

r—

——

Vice President
Attesp:

Assistant Secretary
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LOUISVILLE AND NASHVILLE
RAILROAD COMPANY,
by

Secretary-Treasurer

[ Corporate Seal]

Attest:

Assistant Secretary
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STATE OF GEORGIA)
) SS.:
COUNTY OF FULTCN)

On this day of 1973, before me personally
appeared s to me personally known, who,
being by me duly sworn, says he is a Vice President of Trust
Company of Georgia, that one of the seals affixed to the
foregoing instrument is the corporate seal of said corporation,
that said instrument was this day signed and sealed on behalf of
said corporation by authority of its Board of Directors and he
acknowledged that the execution of the foregoing instrument was
the free act and deed of said corporation.

Notary Public

[ Notarial Seal])

&y commission expires
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COMMONWEALTH OF KENTUCKY)

) Ss.:
COUNTY OF JEFFERSON)

On this day of 1973, before me personally
appeared C. Hayden Edwards, tc me personally known, who, being by
me duly sworn, says that he is the Secretary-Treasurer of
Louisville and Nashville Railroad Company, that one of the seals
pffix2d to the foregoing instrument is the corporate seal of said
rorporation, that such instrument was this day signed and sealed
on behalf of said corporation by authority of its Board of
pirectors, and he acknowledged that the executicn of the

foregoing instrument was the free act and deed of said
corporation.

Notgiy Public

#Notarial Seal]

Ny Commission expires




Quantity

45
81
194
100

120

AAR
Mechanical

Designation

XL

XM

XL

XL

HT
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SCHEDULE A

Description

50-ton, 40'6"
box cars
X

50-ton, 40'6"
box cars

50-ton, 50'6"
box cars
_——

70-ton, 50'6"
box cars

—~—

80-ton open
top hopper
cars

—_—

L&EN Road
Numbers

(inclusive)
90275-90319
11260-11340

109675-109868

112000-112099

189880-189999




EXHIBIT C

CERTIFICATE OF INTEREST

STATE MUTUAL LIFE ASSURANCE COMFANY OF AMERICA (hereinafter
ralled the Investor) has rade payment in the amcunt of

. [ 4
in respect of the purchase price of certain railroad equipment
inder and pursuant to the terms and conditions of a
Reconstruction and Conditional Sale Agreement dated as of
Pecember 1, 1972 (hereinafter called the Conditional Sale
greement), among the Investor, LOUISVILLE AND NASHVILLE RAILROAD
OMPANY, I. &§ N INVESTMENT CORPORATION and the undersigned.

By reason of such payment, the Investor has an interest in a
rincipal amount equal to such sum in the Conditional Sale
greement and the railroad equipment covered thereby. Under and
ubject to the terms of the Conditional Sale Agreement and
ubject to the rights of rrepayment contained tkerein in the
vent of a Casualty Occurrence (as defined therein) (i) such
rincipal is payable in consecutive semiannual instalments on May

and November 1 in each year commencing May 1, 1974, to and
ncluding November 1, 1983, (ii) such principal amount bears
interest, payable semiannually, on the unpaid porticn thereof
om time to time outstanding, on May 1 and November 1 of each
ar commencing November 1, 1973, at the rate of 7-3/4% per
num, and (iii) all such principal and interest remaining unpaid
fter the same shall have become due and payakle bears interest
the rate of 8-3/74% per annum or such lesser amount as may be
pgally enforceable. The undersigned has or prcmptly will
nrnish to the Investor a schedule of payments reflecting the
ates and amounts of principal and interest payrents to be made
nder the Conditional Sale Agreement.

C rhi-E

Cated:

TRUST COMPANY OF GEORGIA,
ag Trustee :

By

~Authorized
Officer




